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FARM CREDIT ADMINISTRATION 


WITNESSES 


Cc. H. MATTHEWS, VICE CHAIRMAN, FEDERAL FARM CREDIT 
BOARD 

ROBERT B. TOOTELL, GOVERNOR, FARM CREDIT ADMINISTRATION 

HAROLD A. MILES, DIRECTOR SHORT-TERM CREDIT SERVICE 

JOHN C. BAGWELL, GENERAL COUNSEL 

JAMES L. WILKINSON, BUDGET OFFICER 


SALARIES AND EXPENSES 


Mr. Wuirren. Gentlemen, we come now to the Farm Credit 
Administration. In that connection I will ask that pages 1 through 19 
of the justifications be included in the record at this point. 

(The pages referred to follow:) 


Farm Crepit ADMINISTRATION 


Summary of authorizations, 1957, and estimates, 1958 
Authoriza- Estimate, Increase (+) 
Administrative expenses | tion, 1957 1958 or 
| decrease (—) 


Farm Credit Administration | $2,230,000 | $2, 200, 000 —$30, 000 
Federal Farm Mortgage Corporation } 1 5, 000 —5, 000 
Federal intermediate credit banks | 3, 576, 000 3, 375, 000 —201, 000 
Total ae ‘ ;: é | 5, 811, 000 5, 575, 000 — 236, 000 

1 Revised estimate, a reduction of $545,000 from authorization of $550,000, 


PURPOSE STATEMENT 


The Administration provides supervision, examination, facilities, and services 
to a coordinated system of farm credit banks and corporations which make loans 
to farmers and their cooperatives. A fundamental principle of supervision is the 
encouragement and development of agricultural cooperative institutions, with 
complete farmer ownership the ultimate objective of the institutions supervised. 
Services and facilities furnished by the Administration facilitate the operations 
of the several institutions and their progress toward farmer ownership. Typical 
services are: Custody of collateral for bonds and debentures, assistance in financ- 
ing and investments, credit analysis, development of land-appraisal standards and 
policies, preparation of reports and budgets, and preparation and distribution of 
information on farm credit. All the expense of this activity is paid by assessments 
collected from the institutions comprising the farm credit system. 

The Administration is an independent agency under the direction of a Federal 
Farm Credit Board (12 U. 8. C. 636). The Administration was originally created 
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by Executive Order No. 6084 on May 27, 1933, and was transferred to the Depart- 
ment of Agriculture on July 1, 1939, by Reorganization Plan No. 1. 

} On December 31, 1956, the Administration had 239 full-time employces of 
whom 139 are in Washington. The 100 field employees are farm-loan registrars, 
land-bank appraisers, and Farm Credit examiners. 


Administrative expenses: 
i 8 RIS i all allel i acct oue a aoe See 
Budget estimate 1958_______.....___- STE iniaaisco aaa wane! aa ene 


(a) Administrative expenses 


(Authorization for the obligation of assessments collected from farm credit banks 
and corporations) 


Beem rtrd ce eewe $2, 230, 000 
Budget estimate, 19S6.2oes ee OA dst hit Sc. Rie 2, 200, 000 
Ca Te ce rece Ged Reet eae me — 30, 000 


i This change is effected by a decrease of $135,000 in personal services, offset by $105,000 contribution of 
retirement funds. 


Project statement 


Project 1956 | 1957 esti- Change 1958 esti- 
| | mated mated 


1. Supervision and examination of and facilities 
and services to farm credit banks and | 


corporations -.. . : $2,015,479 | $2, 230,000 — $30, 000 $2, 200, 000 
Unobligated balance - -_. ; F 214, 521 
Limitation or estimate - - | 2, 230, 000 2, 230, 000 —30, 000 2, 209, 000 


CHANGES IN LANGUAGE 


Proposed changes in the administrative expense language are as follows (new 
language in italic; deleted matter enclosed in brackets) : 

“Not to exceed [$2,230,000] $2,200,000 (from assessments collected from farm 
credit agencies) shall be obligated during the current fiscal year for administrative 
expenses.”’ 

STATUS OF PROGRAM 


Supervision ond examination of and facilities and services to farm credit banks and 
corporations 

Farm Credit Administration is a supervisory agency established to provide the 
banks and corporations comprising the farm credit system with centralized and 
coordinated supervision and examination, and to furnish facilitics and services 
which are essential to the operation of the system and to its progress toward 
becom ng wholly farmer owned. 

‘Lhe Farm Credit Act of 1953 established the Farm Credit Administration as an 
independent agency and created a Federal Farm Credit Board which has responsi- 
bility for the direction, supervision, and control of the Administration and its 
operations (12 U. 8. C. 636). The Board consists of 13 members: 12 appointed 
by the President with the advice and consent of the Senate; the 13th designated 
by the Secretary of Agriculture. In making appointments to the Board, the 
President considers nominations made by the national farm-loan associations, 
the production credit associations, and borrowing farmer cooperatives in each of 
the 12 farm credit districts. The act reaffirms the concept of progressively greater 
borrower participation in the management, control, and ultimate ownership of the 
credit institutions supervised by Farm Credit Administration. Progress toward 
this objective since December 4, 1953, the effective date of the act, and other 
developments are outlined in the section headed ‘“‘The Farm Credit System.” 

Significance of the program.—FEffective Farm Credit Administration supervision 
and examination have promoted the development of the farm credit system. The 
system has developed sound administrative management and the facilities and 
services made available by the Administration have enabled it to serve farmers 
well. The steady increase in the number of farmers participating in cooperative 
credit indicates their confidence in the farm credit system, and demonstrates that 
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with effective leadership such a credit system is desirable and feasible. Objectives 
of the farm credit system which can be attained best through coordinated effort 
under central supervision are: to assure farmers a permanent source of credit by 
strengthening the farm credit institutions; to assure dependable sources of loan 
funds, which are of first importance to any credit system, by maintaining the con- 
fidence of investors in farm credit securities through adherence to sound credit 
principles and maintenance of strong financial structures; to accomplish the 
retirement of Government capital without impairing the effectiveness of the 
system, 
TRENDS IN AGRICULTURAL CREDIT 


The lending operations of the farm credit system are closely related to agri- 
cultural conditions. Changes in crop and livestock production, prices received 
for products sold, costs of operation, and farm income have important effects 
upon the kinds and amounts of credit needed by farmers and their cooperatives 
and upon their ability to repay loans. 


Agricultural situation 


Agricultural developments in 1956 having significant credit implications in- 
cluding the continuation of the drought in the Great Plains, high crop yields in 
other parts of the country, a further rise in many farm operating costs, and a 
modest upturn in prices and net farm income. 

The drought was an important credit factor in the Great Plains. In many 

arts, particularly in the southern Plains, it has persisted since about 1950. 
Yearly 16 million acres of land were damaged by wind erosion in 1955 and about 
10 million acres in 1956. Crop yields were low and there was some further 
liquidation of livestock herds. Under these conditions there has been additional 
refinancing of short-term debt into longer term real-estate loans. It has been 
necessary to give close attention to all loans in these areas. While there has 
been some increase in loan delinquency, collections generally have held up re- 
markably well in the drought areas. 

In other areas there has been improvement in income with the result that for 
the United States as a whole, net farm income turned upward for the first time 
since 1951. Crop yields were high with the result that the total crop production 
in the United States about equaled the previous record in spite of drought condi- 
tions in the plains. Some crop and livestock products marketed in the fall and 
early winter brought prices that were higher than in 1955. The general index 
of prices received was 226 at the beginning of the year. By June it had advanced 
to 247. Following seasonal declines in the fall, it was 287 in December. The 
average for the year, however, was 236 the same as for 1955. 

Farming costs also continued to advance, especially prices paid for manufac- 
tured articles and other things which did not originate on the farm. Wage rates 
and taxes likewise moved upward. The index of prices paid for commodities, 
interest, taxes, and wage rates, advanced from an average of 281 in 1955 to 286 
in 1956. 

These high costs combined with only a modest increase in prices received 
continued to put a squeeze on farmers’ net incomes. The ratio between prices 
received and prices paid showed only a slight change, declining from 84 in 1955, 
to 83 in 1956. With the help of about one-quarter of a billion dollars of soil- 
bank payments, net farm income increased from $11.3 billion in 1955 to $11.7 
billion in 1956. 


Indexes of prices received by farmers and paid by farmers 














[1910-14=100] 

| Prices re- | Prices paid | 
Calendar year Net income!| ceived by by farmers Parity ratio 

farmers | | 

| 

iumneendn Sth ites a an ——~ -|—- ---- = 
Beeesescsecs. be . $4.3 100 124 81 
Peedacstidd~sndod ‘ 14.8 | 302 | 282 107 
ks ote : data —_ --aen----| 13.9 | 258 | 279 92 
eliveer- ial mail . . ‘cnt 12.0 249 | 281 89 
A ee J sie : 11.3 236 | 281 84 
MGR tio reesli ss eek A! S 11.7 236 | 286 | 83 


| | 


1 Billions of dollars. 
2 Preliminary. 
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Increased volume of credit 


The overall effect of these developments with respect to farm credit has been 
to increase the demand for loans and the amount of debt outstanding. The total 
credit extended by institutions in the farm credit system continued to increase 
in 1956. Every group of institutions in the system made a larger volume of 
loans in the fiscal year ended June 30, 1956, than in the preceding 12 months. 
Federal land bank loans made increased from $403 million to $513 million, pro- 
duction credit association loans from $1,328 million to $1,426 million, and loans 
by banks for cooperatives from $500 million to $567 million. The discounting 
activities of Federal intermediate credit banks increased in the same proportion 
as the rise in loans by production credit associations. The total net credit 
furnished by all institutions in the farm credit system increased from $2,403 
million to $2,671 million. 


Loans made to agriculture by farm credit institutions 


{Millions of doll: mn 














Fiscal year ending June 30 
Lending institution . eae wens oP oe te | 
1956 | 1955 | 1953 a 1951 | 1940 
| 
+ ee ee si3| sa | — a 
Federal] land banks___......_-_- ; : $513 $403 $272 $206 $56 
Federal Farm Mortgage Corporation.........-.------------- |. A ts potetessh sel ate o 30 
Production credit associations_-_ ...................-..--...- a , 426 | 1, 328 | 1,290 1, 222 | 328 
Banks for cooperatives 567! 500! 506] 510 93 
Federal intermediate credit banks..........._....------.-----.| 1, 986 | 1, 920 a 1, 906 1, 924 | 472 
sceneries ented spp hdibeweh hte ——|— ono 
oo ee ee a -| 4,471 4, 151 | ‘3, 974 3, 862 | 979 
Deduct FICB loans to and discounts for other farm credit insti- 
CE esearch ek ee eee gee 1,800 | 1, 748 | 1,692 | 1,704 | 382 
SAB at nl deccececeeeneee} 2,671 | 2,408 | 2, 282 | 2,158 | 597 


The greater volume of lending activity has been reflected in a further increase 
in the total amount of debt outstanding. The farm mortgage debt rose from 
about $8.2 billion at the beginning of 1955 to about $9.0 billion at the beginning 
of 1956. It is estimated at $9.8 billion as of January 1, 1957. The nonreal estate 
debt likewise increased from $7.3 billion to $7.9 billion during the same period. 


Outstanding loans of farm credit institutions 


{Millions of dollars] 


| As of June 30 
Lending institution | ia cael ate 5 st > |) ne 
| ee | 
1956 1955 ; 1951 1940 

Federal land banks_-- Moddtois re Suet $1, 638 $1, 403 $1,136 | $974 | $1,880 

Federal Farm Mortgage ‘Corporation - ee sinha 20 | 37 669 

Production credit associations_ _- pea 863 | 204 768 | 682 200 

Banks for cooperatives | 349 317 | 319 | 311 63 

Federal intermediate credit banks -- 898 855 830 | 795 237 

Total loans | 3,743 | 3,384] 3,073 | 2,799 3, 049 
Deduct FICB loans to and discounts for other farm credit in- 

stitutions 824 | 779 | 744 703 196 

Net total_. 2,924} 2,005 | 2,320) 2,096) 2,853 


The farm credit institutions are providing a larger portion of the debts owed 
by farmers than a year ago. The Federal land banks held about 16.5 percent of 
the total farm mortgage debt on January 1, 1956, compared with 15.5 percent a 
year earlier. The production credit associations’ and Federal intermediate 
credit banks’ share of the total nonreal estate debt increased from 7.9 percent 
to 8.1 percent in the same period. The share of all loans to farmers furnished 
by the farm credit system rose from 12.4 percent to 12.9 percent. Figures from 
a survey conducted by the Farmer Cooperative Service, USDA, indicate that the 
banks for cooperatives are providing between 50 and 60 percent of the total credit 
used by farmers’ cooperative marketing, purchasing and service associations. 
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Farm debt and assets 


[Billions of dollars; calendar years] 




















Item 1956 | 1955 | 1953 | 1951 1940 
Farm assets, end of year: 

Real estate_........... $106. 4 $102. 7 $89. 1 $93. 7 $34. 6 
I sicie ict ee 69. 6 67.5 71.8 76.3 21.8 
Total assets. ___ 176.0| 170.2] 160.9| 170.0| 56.4 

Farm debt, end of year: hs 7. eae | | a | 
Real estate _- -- --- i 9.8 | 9.0 | 7.7 | 6.6 6.5 
Nonreal estate __. 8.2 7.9 | 7.0 | 7.3 3.3 
— attr er wk eee ae — Tr 2 ee See eee ed 
Total debt__. | 180] 169 14.7] 13.9] 9.8 

| 





Amount of loans to farmers and percent of total held, by types of lenders, United 
States, Jan. 1, 1956 and 1955 


| Jan, 1, 1956 Jan, 1, 1955 






































Type of lender | ; | | 

Amount Percent | Amount Percent 
(millions) | of total | (millions) | of total 
} 
REAL ESTATE LOANS 
Federal land banks 7 Ei ee a See $1, 480 | 16.5 | $1, 267 15.5 
Federal Farm Mortgage Corporation. .............-...-...-|...--...---. ol 13 | -2 
PIGS CONIINE cd b iiss = <4the cii enn bins bmp 5 KEG och | 2, 272 25. 4 2,051 | 25. 1 
Commercial banks_..__._- calidef acca s igi ate 1, 346 15.0 1,211 | 14.8 
Farmers’ Home Administration .-..-............--.-...-.-- 278 3.1 271 | 3.3 
Individuals and others_--_-- b sees Oe USO. cet 3, 586 40.0 3, 363 | 41.1 
TH ccrnteann sl tn ate ir a IR a asm 8,962 | 100.0 | 8,176 | 100.0 
NONREAL ESTATE LOANS 

Production credit associations !_____- ae. | $644 | 8.1 $577 7.9 
Federal intermediate credit banks 2 Bier 62 .8 58 .8 
ee eee ee eee | 3, 308 41.8 | 2, 984 40.2 
Farmers’ Home Administration ineatain a6-sichashedas 406 5.1 | 433 5.9 
Individuals and others. ---------- aes =} 3, 500 44.2 | 3, 300 | 45.2 
Ps bbs abies beanhontin<<agiaedenehied | 7, 920 100. 0 | 7,302 100. 0 

ee z Seated caiinndiall 

TOTAL LOANS TO FARMERS 
IEE eclans ns ent iik® a ie re BF ied? ance b lice srn aids aed aoa 
Held by farm credit institutions $2,186 | 12.9 $1, 915 | 12.4 
Held by other lenders. ___-_--- Sap ta ceca abc tetoeueatce | 14,696 | 87.1 | 13, 563 87.6 
RE I ep Titian dhe ddcensmpcaniseaumnie cniuedanasidleies 16,882 | 100.0 


15, 478 | 100.0 


! Excludes loans held or guaranteed by Commodity Credit Corporation. 
2 Loans to and discounts for private financing institutions only. 


Reasons for heavy demand 


Several factors have accounted for the rise in farm indebtedness. -One of the 
most important is the efforts of farmers to increase incomes by enlarging the 
size of their farming operations and by purchasing or installing power machinery 
and other laborsaving equipment in order to reduce costs. A substantial part 
of the proceeds of Federal land bank loans is used to finance the purchase of 
additional land to increase the size of farm units, to improve farmland, and to 
purchase farm machinery and equipment. Likewise, a considerable portion of 
production credit association loans, especially those made for intermediate 
terms, is used to finance the purchase of equipment and machinery, improvement 
of buildings, buy quality breeding and dairy stock, and similar purposes. 

Farmers have used credit also to finance shifts to more profitable enterprises 
in an effort to develop farm operations better adapted to current price-cost 











1058 


relationships. Still another factor contributing to larger loans has been the 
rising costs of farm supplies, machinery, equipment, and similar items. In 
areas where crop yields were reduced by drought and other causes, additional 
credit was needed to cover operating expenses and to finance adjustments in the 
farm operations. 


Credit outlook 


These same factors are expected to contribute to an equally large volume of 
credit needs in 1957. The present outlook is that there will be a continuation of 
the price-cost squeeze even though some additional small rise in net farm income 
is expected. There will be further pressure on farmers to seek credit to enlarge 
their farms and increase the volume of production and to install new equipment 
or change the farm organization in order better to adjust to current market 
demands and price-cost relationships. 


LENDING FUNDS OF THE FARM CREDIT INSTITUTIONS 


The lending funds used by the farm credit system are obtained primarilv from 
the sale in the investment market of bonds and debentures. In this way, the 
farm credit institutions provide an effective link between farmer-borrowers and 
the investing public. The farm credit securities—consolidated Federal farm 
loan bonds, consolidated Federal intermediate credit bank debentures, and 
debentures of the banks for cooreratives—are not guaranteed by the Government 
either as to principal or interest but are secured principally by notes and mortgages 
deposited as collateral with the Farm Credit Administration. These securities 
are considered by the market to be prime investments. 


INTEREST RATES 


On borrowings.—In order to obtain needed funds in the highly competitive 
market of 1956 the farm credit banks were compelled to increase the interest 
rates on new issues of their bonds and debentures. 

The average cost of Federal intermediate credit bank debentures outstanding 
was 3.61 percent per annum on December 31, 1956, as compared with 2.57 percent 
per annum a year earlier. The banks for cooperatives had 3 public issues of 
debentures during 1956, on February 1, June 1, and September 4, which con- 
sisted, respectively, of 2.95 percent 7-month debentures, 3% percent 9-month 
debentures, and 3}4 percent 7-month debentures. These rates may be compared 
with rates of 1.90 percent and 2.35 percent on l-year debentures issued in 1955. 
The Federal land banks also entered the market 3 times during 1956: On 
February 15 they issued l-year bonds to vield 3 percent, on May 1 they issued 
1-year bonds to yield 3.30 percent, and 15-year bonds to yield 3.50 percent; on 
September 14 they issued 10-month bonds to yield 3.75 percent, and 16-year bonds 
to yield 3.92 percent. By way of comparison, the land banks sold 5%-year 
bonds early in 1955 to yield 2.75 percent. 

On loans.—Because of the rising cost of borrowed funds, practically all of the 
farm credit institutions had to increase their lending rates during 1956. All 
of the banks for cooperatives and Federal intermediate credit banks, and all but 
one of the Federal land banks raised their lending rates either in 1956 or effective 
January 1, 1957. Approximately two-thirds of the production credit associations 
increased their rates to their member borrowers either in 1956 or effective January 
1, 1957. 

Effective January 1, 1957, 9 of the credit banks were charging 4 percent on loans 
and discounts, and the other 3 were charging 3%, 3%, and 4% percent. On that 
date 6 of the land banks were charging 4% percent and 6 were charging 5 percent, 
on loans through national farm loan associations. The lending rates of the banks 
for cooperatives on January 1, 1957, ranged from 3% to 4 percent on commodity 
loans, from 34 to 4% percent on operating capital loans, and from 3% to 4¢ 
percent on facility loans. On January 1, 1957, 336 of the 498 production eredit 
associations were charging 6 percent, while 67 associations ranged downward as 
low as 5 percent, and the remaining 95 ranged upward to and including 7 percent. 


THE FARM CREDIT SYSTEM 


The farm credit system is comprised of 12 districts, each having a district 
office through which agricultural credit services are available to farmers and 
their cooperatives everywhere in the United States. The banks and corporations 
located in the 12 district offices are engaged either in making or discounting loans 
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to farmers and their cooperatives or in the supervision of the lending activities. 
The institutions in the system, their activities, and recent developments are 
described briefly below. 

Federal land banks.—The Federal land banks make amortized real-estate mort- 
gage loans through national farm loan associations which are credit cooperatives 
located in farm communities to provide convenient service to farmers. The 
banks have been wholly owned by farmer-borrowers since 1947, through owner- 
ship of stock in national farm loan associations. As authorized by the Farm 
Credit Act of 1955 (69 Stat. 664), and to improve credit service, the banks may 
now make loans based on security appraisal reports made by persons other 
than land bank appraisers, but subject to their review. Normal agricultural 
values used in such appraisals were recently reviewed by Farm Credit Adminis- 
tration to reflect the current situation. Maximum loan limits were raised to 
$200,000 subject to review by Farm Credit Administration of loans over $100,000 
to one person. 

Federal Farm Mortgage Corporation.—The Corporation has been inactive since 
July 1, 1947, when its loan authority was repealed. Its outstanding loans were 
sold to the Federal land banks as of June 30, 1955, in exchange for non-interest- 
bearing notes payable over a 10-year period. All of the Government’s $200 
million capital investment has been repaid except $10,000 which will be retired 
in 1958. $134.7 million of dividends have been paid with additional $4 million 
estimated by the close of 1958. 

Banks for cooperatives—These banks make loans to finance the operations of 
farmer cooperatives. Title I of the Farm Credit Act of 1955 (69 Stat. 655) 
provided for several changes, the more important of which are provisions for 
permanent investment in the banks by borrowing cooperatives and others and 
retirement of the Government’s investment, the selection of up to six of the 
Central Bank’s seven directors by the regional banks and cooperatives rather 
than appointment by the Governor of the Farm Credit Administration, and 
limitation on Central Bank to make loans only when not practicable for regional 
banks to lend. The banks had $20.6 million of capital owned by cooperatives 
on June 30, 1956, and $150 million owned by the Government of which an esti- 
mated $2.7 million will be repaid in 1957 and an additional $5 million in 1958. 

Federal intermediate credit. banks.—Pursuant to the Farm Credit Act of 1956 
the 12 production credit corporations were merged in the 12 Federal intermediate 
credit banks as of January 1, 1957. With minor exceptions all assets, liabilities, 
and functions of the production credit corporations were transferred to the credit 
banks. Capital stock of production credit associations formerly held by the 
production credit corporations was transferred to Farm Credit Administration, 
effective January 1, 1957, and any future investments by the Government in 
class A or class C stock of the associations, will be made by the Governor of the 
Farm Credit Administration out of the PCA revolving fund in the United States 
Treasury. 

The banks provide discount facilities for production credit associations and 
other financing institutions making loans to farmers and stockmen. They also 
supervise the operations of the associations, including all phases of their lending 
activities and furnish various services to assist the associations in conducting 
their operations. 

After the merger on January 1, 1957, the Federal intermediate credit banks 
had $87,405,000 of Government capital, represented by class A stock. This 
stock is to be retired over a period of years out of the proceeds of purchases by 
production credit associations of class B stock in the banks and from net earnings 
of the banks, after which the banks will be wholly owned by the production eredit 
associations. Net earnings of the banks will be distributed as patronage refunds 
in the form of class B stock to production credit associations and participation 
certificates to other financing institutions, which will replace the class A stock 
being retired. 

Under the provisions of the Farm Credit Act of 1956, the production credit 
associations are required, within 60 days after January 1, 1957, to subscribe to 
class B stock in the credit banks in the total amount of approximately $13.1 
million, of which one-third is to be paid at the time of subscription, one-third by 
January 1, 1958, and the remainder by January 1, 1959. Most of the associations 
filed their stock subscriptions as of January 1, 1957, and made the initial pay- 
ments thereon as of that date. 

Of the 498 production credit associations, 455 were completely member-owned 
at December 31, 1956, and the remaining 43 associations had a total of only 
$1,830,000 of Government capital at that date. 
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Net worth of farm credit institutions at June 30, 1956 





Earned surplus 








Institution Paid-in scan Total net 
capital worth 
Reserved Unreserved 

Federal land banks_.................----- -----| $96,017,518 | $236, 117,534 | $25,943,881 | $358, 078, 933 
Federal Farm Mortgage Corporation. ____-_-_-- Oe I a ooo wri ne 11, 856, 305 11, 866, 305 
Federal intermediate credit banks !_............| 62,700, 000 18, 665, 000 31, 672, 698 113, 037, 698 
Banks for cooperations___...................--- 168, 042, 520 G8, G08; MP 1ii0.-. 22iius.. 257, 130, 732 
Production credit corporations. _.............-- 29, 235, 000 --| ‘2, 010, 126 42, 245, 126 
MARS g.0 as am on tera noe Soeur : 356, 005, 038 | 343, 870, 746 82, 483, 010 2 “2782, 358, 794 

Memo: 
Production credit associations.__-_____-.. -| 102, 192, 647 96, 813, 577 4, 053, 456 203, 059, 680 
National farm loan associations_- | 96, 111, 912 31, 335, 842 | 73, 874, 677 164, 822, 431 

| 


1 Includes $2,700,000 of paid-in surplus. 
231 percent of total net worth is capital and surplus paid in by the U. S. Government. 


Selected daia on operations.—Farm credit system activities are further illus- 
trated in the following tables: 


Farm CrEpDIT SysTEM 


Amount of loans and discounts made, fiscal years 1954 through 1956 


Loans and discounts by institution 1954 1955 1956 





Farm mortgage loans: 


























POG SG WINS. gs bn oe i sn chee kd $301, 433, 724 $402, 828, 397 $513, 460, 501 
Land bank Commissioner... .................-..--- 37, 721 TR ORE hicisxetitcticcend~ 
ee a ae OS eee oe pada 301, 4 471, 445, 402, 8 840, 77 51: 3, 460, 501 
Loans to cooperatives: rT ia a 9 1 
Federal intermediate credit banks !.__...__-- ae 2, 000, 000 8, 295, 715 13, 320, 378 
Banks for Gpeereenves.$ 2... ~~ bos. pha 42,8 491, 173, 531 500, 034, 236 567, 220, 422 
I ta Uh ee Bic Sieben 498, 173, 531 508, 329, 951 580, 540, 800 
Other loans and discounts: "wars se P y 
Production credit associations !.____._.___._........ 1, 225, 753, 193 1, 328, 537, 935 1, 426, 323, 966 
Federal intermediate credit banks (excluding loans 
I 1, 788, 272, 806 1, 911, 388, 867 1, 951, 441, 936 
ead Me ee 8 SD. see et os. Li ekeweud 3,014, 025, 999 3, 239, 926, 802 3, 377, 765, 902 
ee ee _...| 3, 808, 670,975 | 4, 151,097,527 | 4, 471, 767, 203 











1 Includes renewals. 


Amount of loans and discounts outstanding as of June 30 


Loans and discounts by institution 1954 | 1955 1956 





Farm mortgage loans: 



































Federal land banks_- biigacett ..| $1, 241, 658, 202 | ‘$1, 408, 221, 065 ‘$1, 637, on, 550 
Land Bank Commissioner....---_- See das ‘ 14, 848, 208 
encccha~one : kasi ae : 1, 256, i, £06, 410 ci —, 221, 065 L 687, 50, 550 
Loans to cooperatives: ae ee iy ea 
Federal intermediate credit banks. _-.-...-..-..-.-.---|- 2, 000, 000 3, 301, 595 
Banks for cooperatives__.---....--- on ne 303, 965, 019 316, 794, 806 38, 074, 140 
I ieirheirs sss Mina lidebeR iis 303, 965, 019 318, 704, 806 52, 375, 735 
Other loans and discounts: a 
Production credit associations.____-........--.-- 740, 033, 429 804, 206, 182 862, 597, 325 
Federal intermediate credit banks Panes loans 
to cooperatives) _- ate ihtean 791, 581, 278 852, 654, 087 895, O11, 561 
ME Cas na gat teat canclh~<ssbiunedeakecweecekes 1, 531, 614, 707 1, 656, 860, 269° rt 757, 608, 886 
ON is Raise Rasika ddd nities scandent 3, 092, 086,136 | 3,383, 876, 140 3, 747, 579, 171 
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Gross assets as of June 30 

















Assets by institution 1954 1955 1956 
Farm mortgage credit: | 
Federal land banks. -....................- aaa $1, 409, 671, 982 | $1, 569,923,071 | $1, 806, 246, 396 
Federal Farm Mortgage Corporation_............--- 17, 139, 600 13, 621, 034 12, 215, 411 
Els cond=aitt> Gas dine non ah uit adhd wie ; acon oe 426, 81, 582 1, 583, 544, 105 | 1, 818, 461, 807 
Short-term credit: ie ss = | 
Production credit corporations__-_._____..-- %, 46, 322, 880 45, 479, 646 42, 518, 105 
Production credit associations____- ei ses 913, 176, 823 988, 156, 286 1, 053, 493, 403 
Federal intermediate credit banks- - --- . a 861, 658, 785 932, 782, 409 981, 560, 786 
Banks for cooperatives_.-- sen ibaiee ai 390, 366, 660 | 391, 257, 314 418, 217, 669 
eames v 5(ze foe aie aS eek ee _ 2, 211, 525, 148 | 


7, 675, 65. 5 | 2, 495, 789, 963 963 








Grand total___..-- 





aieatesis "3, 638, 336, 730 | 3, 941,219,760 | 4,314, 251, 770 


Selected comparative data on Federal land banks 








Item June 30, 1954 | June 30, 1955 June 30, 1956 
atl a at ae iestabaniaiiaan i ceniatiesianetniadil |—_—— B 
Gross assets. - a .| $1, 409, 671, 982 $1, 569, 923, 071 $1, 806, 246, 396 
Loans outstanding: | 
POUR « a0 cnans eins ars ail 323, 188 | 350, 888 357, 029 
0 RS OE ot ; af $1, 241, 658, 202 | $1, 408, 221, 065 $1, 637, 504, 550 
Loans closed during year ended: | 
i lneeie : ae: 49, 405 | 57, 003 : 60, 587 
Amount___. __| $301, 433, 724 $402, 828,397 | $513, 460, 501 
Loans purchased from FFMO during year ‘ended: | 
| ert Taediget ns sects = eee heen ; : 226 19, 829 
Amount. -_- can - 217, 378 Oe 8 ee ee 
Repayments of loans during year ended !_- $119, 349, 557 | $127, 269, 867 "$135, 872, 087 
Real estate and sheriffs’ certificates acquired during 
y or ended: | | 
Is actcraipen node oone r= ne 1 a gig ees | 38 | 43 | 60 
Investment. satiate salinities $123, 234 $138, 772 | $186, 483 
Real estate and sheriffs’ certificates disposed of during | | 
year ended: 
Number: } | 
Whole. ...:-.- dean saeeen ‘elation 26 | 40 | 42 
iti cnindcanccs ss hans SMndsuccset ahs _ 2 2 
Investment a 5 $66, 786 | $146, 904 $106, 790 
Real estate and sheriffs’ certificates on hand: | 
ee ns Pea dot eats 36 | 39 57 
Investment..__.._.__- cacteieliltene ’ mpiietise setts $118, 966 | $111, 393 | $207, 098 
Bonds outstanding- - ‘ .-.-.---------.----| $1, 006, 686, 000 | $1,060, 741,900 | $1, 321, 633, 200 
Capital stock owned A borrowers. aloes hed tle PEM $75, 755, 558 | $83, 852, 847 | $96, 017, 518 
Earned surplus. - wWiewwde~eue bes wets $29, 898, 938 | $26, 904, 831 | $25, 943, 881 
Surplus reserve. -_-...-..-- oe sake ia $118, 800, 000 $122, 100, 000 $123, 300, 000 
Legal reserve -_.......-.-- 3 . ‘ . sil $107, 268,111 | $109, 760,096 | $112, 817, 534 
Number of associations. - - -- dba ats Saale tas a 1,123 1, 102 1, 081 
! Includes principal matured, special principal payments, loans oat off prior to maturity. 
Selected comparative data on banks or cooperatives 





Gross assets 


$390, 366, 660 | $391, : 257, 314 | $418, 217, 669 
Number of borrow ing cooper: atives 


Item sun June 30, 19: 54 | | ales 30, 1955 | June 30, 1956 
| 
a 2, 050 | 2, 129 | 2,277 


Loans made during year ended_ ‘ =, 173, 531 | $500, 034,236 | $567, 220, 422 
Repayments of loans during year ended )5, 842,538 | 486,938,916 | 534, 518, 940 
Loans outstanding _----- .| sO 965, 019 | 316, 794, 806 349, 074, 140 
Unmatured debentures outstanding 120, 000, 000 110, 000, 000 132, 800, 000 
Federal franchise tax 1, 166, 835 1, 553, 191 1, 298, 687 
Capital stock or guaranty fund owned by borrowers and | 

others : 17, 949, 900 18, 304, 900 20, 681, 920 
Capital stock owned by U. 8. Government__. 150, 000, 000 150, 000, 000 147, 360, 600 
Surplus, reserved !__- . 78, 376, 569 85, 199, 515 88, 111, 198 
Surplus allocated to patrons | | 977, 014 


' Adjusted for comparability with 1956. 
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Selected comparative data on Federal intermediate credit banks 














| 
Item June 30, 1954 | June 30, 1955 | Tune 30, 1956 
a ree $861, 658, 785 $932, 782, 409 $981, 560, 786 
Loans and discounts outstanding. ...................-- 791, 581, 278 854, 654, 087 898, 313, 156 
Loans and discounts made during year ended !__........| 1, 790, 272,806 | 1,919, 684,582 | 1, 964, 762, 314 
Repayments of loans during year ended !__......-..---- 1, 828, 910, 197 1, 856,611,773 | 1,921, 103, 245 
Ae Getemt. Gmeeune.- 5... <.....2-5---.------ 6, 343, 156 6, 323, 298 9, 014, 013 
Percent of loans delinquent......................-...--- . 80 | .74 1.0 
Unmatured debentures outstanding__._.............---- $725, 295, 000 $793, 480, 000 $834, 500, 000 
Debentures issued during year ended_................-- 1, 060, 990, 000 1, 046, 330, 000 1, 050, 150, 000 
Federal franchise tax payable, estimated_-_...........--- 231, 873 461, 116 91, 792 
Capital stock owned by U. S. Government_.........-..| 60, 000, 000 60, 000, 000 60, 000, 000 
en ee ee a nenhiencmae 2, 800, 000 2, 400, 000 2, 700, 000 
ok satind 30, 060, 409 31, 443, 757 31, 672, 698 
Reserve for contingencies. .................. SE | 16, 975, 000 18, 475, 000 18, 665, 000 


1 Includes renewals. 


Selected comparative data on production credit corporations and production credi 


Item 


Production credit corporations: 
Gross assets.......-- sian tan 


Net worth: 


Capital stock: Investment of U. 8. Government 
aks isa ciclin wis ermipaclaineensem ‘ 


lees ee 


Production credit associations: 
SN esecnccncscacned 


Net worth: 


Stock owned by members (largely class B)_----. 
Stock owned by production credit corporations 


Repayments of loans during year 


ended: 


associations 


| 
June 30, 1954 


June 30, 1955 June 30, 1956 


Sbwnsens $46, 322,880 | $45,479,646 | — $42, 518, 105 

mone = ae 

31, 735, 000 31, 475, 000 | 29, 235, 000 

epics 14, 271, 339 13, 702, 623 | 13, 010, 126 

‘ 46, 006, 339 45, 177, 623 42, 245, 126 
--s---+--] 913,176, 823 


F 988, 156, 286 1, 053, 493, 403 


93, 685, 37: 96, 133, 952 100, 172, 647 





I cats capable to ae nk engl ‘ 3, 623, 000 2, 750, 000 | 2, 020, 000 

I Te inne a deidebunvoeninwneh eee 85, 430, 999 90, 869, 494 96, 813, 577 
Unapplied earnings.........-...-- ie teat 5, 398, 981 6, 838, 637 4, 053, 456 
CT TT e.g ceeenanee iiiad 188, 138, 35: 196, 592, 083 203, 059, 680 

SS | SSS gS 

Number of associations. ._..............-- 2 498 | 498 | 498 
Number of member-stockholders_-_..............-- . 479, 994 478, 986 | 480, 832 
Number of loans made during year ended ?_-- __-- 266, 907 271, 725 270, 055 
Amount of loans made during year ended ?__- ..| $1, 225, 753, 193 | $1, 328, 537,935 | $1, 426, 323, 966 
Number of loans outstanding. -..........-- | 245, 034 249, 672 251, 193 
Amount of loans outstanding. --.......-- $740, 033, 429 $804, 206, 182 $862, 597, 325 


Number of loans repaid in full. ...........--- 
Total amount of repayments... ............-.- 


Renewals: 


Amount. --- 
Loans delinquent over 30 days: 
Number. --- 
Amount. --- 


Numbe 
dict Gdccnentenmcenares 





1 Adjusted for comparability with 1956. 


2 Includes renewals. 


Percent of loans delinquent over 30 day 
rE a awenehclnecutc serge aanbie ain 


158, 606 
$920, 520, 079 


153, 842 
$933, 611, 410 | 


154, 343 
$1, 005, 562, 926 








} 111, 371 112, 646 | 113, 623 
$331, 041, 339 $328, 532, 653 | $360, 514, 189 
will 3, 602 3, 688 | 3, 456 
$9, 980, 763 $9, 487, 029 $8, 466, 474 

| | 
Guities 1.5 | 1.5 1.4 
¥ 1.3 | 1.2 | 1.0 

| | 
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FEDERAL INTERMEDIATE CREDIT BANKS 


Combined statements of condition 


Dee. 31, 1956 Jan. 1, 1957! 
ASSETS 
Loans and discounts_._-..-- pra ren winipenacndeaare= $747, 505, 914.61 }.......... nae | $747, 595, 914. 61 
Re 4s, 344i;.542Pb. cecedoua i ll ccmst keke | "20; 619, 936.47 |... a deen | 20; 987, 698. 87 


U. 8. Government securities at | 
amortized cost (par $59,524,- | 
100 at Dec. 31, 1956, and | 




















$99,325,700 at Jan. 1, 1957)....|..........----....| 59, 740,852.40 |______- fe 99, 575, 840, 25 
Asooumts receivable... 2-5...) -. cin ccccndnce 11, 189. 64 |_..-_- Hoan d6h5 521 49, 427. 71 
Accrued interest receivable _- 7 iia unease iin | 12, 430, 676. 7 | Shiai 12, 586, ae. 05 

— Se | = fo = = i ————_—_—— 
Furniture, fixtures, equipment, 

and automobiles __- SRE WE TIE Livres insti S000, OE OF’ t. .. 455 
Less amount charged off as de- } 

ROE ita ce on pthesees Dds OTTO ee taietsehanstaans S50, SOB. OF fg ..-naameenaan 
Prepaid and deferred expense. .|_........-...-... $43, 609.961 os... 573, 857. 23 
Se ee et oems ee eee Fea Bee ‘bens aetadenen 
Less allowance for losses. __.--- 130, 2 275. 26 | 31, 750. 00 | 202, 770. 47 66, 825. 37 

Total assets... ....._- TT a 840, 373, 952.1 4 |------------------| 881,385, 909. 09 
LIABILITIES | 
Unmatured consolidated de- | | 

bentures outstanding .........|...-...----.---.- | 704, 700, 000.00 |.......--- 704, 700, 000. 00 
Notes payable wiggle tien ceebyiredgticnl ohigh 13, 250, 000. 00 |.....--- ee 13, 250, 000. 00 
Accounts payable _......-..-- amar hasedenhessinen 9, 391. 04 |.....--. ue 126, 485. 25 
Franchise tax payable._......-.|---- 532s habe 47, 937. 67 |_- . seat 47, 937. 67 
Accrued interest payable _----_- | 4: ca actRibe eas bt 9, 923, 513.07 |_.---- 9, 923, 513. 07 
Liability for cash collateral... __| L Pecedat wa Serres iJ 264, 837. 04 
Trust accounts SE a ee 693, 488. 65 | f . 711, 226. 16 
Interest collected, not earned ___| Lecctoartel 175, 729. 95 175, 729. 95 
Other liabilities Shébcenhiteaddébdebed | 1, 486, 634.15 |__. - | 1, 714, 475. 94 
Capital stock owned by heals, | | 

Government. __.. , | 60, 000, 000. 00 |... .. 222. 87, 405, 000.00 |................ it 
Reserve for contingencies.......| 18, 665,000.00 |_.......-----_--_- Di A cutetoh< Iveepatlamedki 
Earned surplus................. 31, 657, 420. 57 |_- li kane 
Surplus, reserved..........---- Redsacdebiwsinea dba my 110, 322, 420. 57 63, 066, 704.01 | 150, 471, 704. o1 

Total liabilities._........- FREE TE “840, 873, 952. 14 i RAAT. Jeibs 881, 385, 909. 09 


| 
“| | 





1 Reflects the ¥ ansfer of assets and liabilities from the 12 production credit corporations as of Jan. 1, 1957, 
pursuant to the Farm Credit Act of 1956. Does not reflect subscriptions by production credit associations 
to class B stock of the banks, or any payments received thereon. 


GENERAL NOTES 


A. Of the loans and discounts, $743,518,942.39 are assigned as collateral] for consolidated debentures. In 
addition, $1,550,000 of loans and discounts are assigned as collateral for interbank loans of $1,500,000, which 
in turn are assigned as collateral for consolidated debentures. 

B. Cash includes $264,837.04 held as collateral for loans and discounts, and $2,500,000 assigned as collateral 
for consolidated debentures. 

C. Of the U. S. Government securities owned, $8,471,600 par value are assigned as collateral for notes 
payable, and $325,500 par value are assigned as collateral for consolidated debentures. In addition, $1,000,000 
of U. S. Government securities are assigned as collateral for interbank loans, which in turn are assigned as 
collateral for consolidated debentures. 

D. The 12 Federal intermediate credit banks are jointly and severally liable for consolidated debentures, 

E. U. S. Government securities do not include $1,826,600 sold at par to production credit associations, 
which by agreement are subject to repurchase at par. 


Mr. Wuirtten. It is quite interesting to note, after we have been 
here for weeks listening to other witnesses and seeing many plus signs, 
to notice quite a number of minus signs in your presentation. 


GENERAL STATEMENT OF Mr. Marrurews 


We will be glad to have your general statement. 

Mr. Toore.y. With me today is Mr. C. H. eae Vice Chair- 
man of the Federal Farm Credit Board, and Mr. James L. Wilkinson 
who is the Budget Officer, whom you folks have met before. I also 
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have Mr. Harold Miles, who is Director of the Short-Term Credit 
Service, and Mr. John C. Bagwell, General Counsel. 

Mr. Matthews, Mr. Miles, and I each have a prepared statement 
which we would like to file with vour committee for the record if it 
meets with your approval. 

Mr. Wuirren. We will be glad to have you do that. 

Mr. Tooretu. I think it would be well if Mr. Matthews, as Chair- 
man of the Board, would comment with regard to the content of his 
statement here, which has to do with the Federal Farm Credit Board. 

Mr. Marrnews. Mr. Chairman, my statement is rather short and 
I believe I will take this opportunity of reading the statement, if I may. 

Mr. Wuitten. We are very interested in the work of the Farm 
Credit Administration. Always in times of trouble we are interested 
in our bankers, a little more so than when times are good. 

We would be pleased to have you present it in full. 

Mr. Marruews. As authorized by the Farm Credit Act of 1953, 
the Federal Farm Credit Board has the responsibility of exercising 
direction, supervision, and control over the activities of the Farm 
Credit Administration, and of passing upon matters of a broad and 
general supervisory, advisory, or policy nature. The Board does not 
act in an administrative capacity as all powers, functions, and duties 
are exercised and performed by the Governor of the Farm Credit 
Administration and other personnel designated by him. 

Since its organization in December 1953 the Federal Farm Credit 
Board has held 13 regular meetings and 9 special meetings. A major 
objective of the Board, since it was created, has been to determine 
ways and means of carrying out the policy of the Congress as set out 
in the Farm Credit Act of 1953. This act directed the Board, within 
1 year after its appointment, to make recommendations to the Con- 
gress for carrying into effect the declared policy to increase borrower 
participation in the management, control, and ultimate ownership of 
the permanent system of agricultural credit made available through 
the institutions operating under the supervision of the Farm Credit 
Administration. In developing its recommendations, which were sent 
to the Congress on December 8, 1954, the Board sought and received 
the cooperation of all interested groups. 

The first portion of our recommendations was enacted in the Farm 
Credit Act of 1955 (69 Stat. 655) as follows: 

Title I—Banks for cooperatives: The more important provisions of 
this title require the permanent investment in the banks by borrowing 
cooperatives and others, the retirement of the Government’s invest- 
ment, the reorganization of the central bank particularly with respect 
to the selection of its board of directors by borrowers, and the making 
of loans by the central bank only when it is not practicable for regional 
banks to make them. 

Title I11.—Production Credit System: This title simplifies produc- 
tion credit association procedures for the application of earnings, and 
gives the associations more leeway in the use of their capital funds 
for loan purposes. 

Title 11J.—Federal Land Bank System: This title authorizes the 
banks to close loans based on security appraisal reports made by per 
sons other than land bank appraisers, but subject to their later review, 
and raises the maximum loan limit to $200,000 to any 1 borrower, 


subject to Farm Credit Administration approval of any loan over 


$100,000. 
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As a means of further carrying out the policy of Congress, as ex- 
pressed in the Farm Credit Act of 1953, the Board recommendéd 
legislation which was enacted as the Farm Credit Act of 1956 (70 
Stat. 659), effective January 1, 1957. This act provides for carrying 
out such policy as follows: 

1. This legislation authorizes the merger of the production credit 
corporation in the Federal intermediate credit bank in each farm 
credit district, thereby simplifying the district organization and pro- 
viding an opportunity for operating economies. 

2. The act provides a plan under which production credit associa- 
tions may retire all Government-owned stock in the banks and 
gradually acquire ownership of them. 

3. Credit bank earnings are to be distributed on a patronage basis 
to production credit associations and other financing institutions 
discounting or borrowing from the banks. 

The Board has continually sought ways and means of providing the 
most effective credit service possible to farmers and their cooperatives 
at the lowest cost possible consistent with sound business principles. 
Of increasing concern, has been the rising cost of money with the 

resultant higher costs to farmers for the credit they use. While no 
real solution has been found, the Board recently made some suggestions 
to the district banks on this subject. 

Mr. Horan. Will you cover those suggestions in your testimony? 

Mr. MartrHews. Any questions you have to ask on any of them 
I would be glad to answer. 


INCREASED INTEREST RATES 


Mr. Horan. Mr. Chairman, I have had some correspondence 
lately that is critical of the increased interest rates on production 
credit loans particularly. I would be very much interested in what 
suggestions have been made to district banks to alleviate that condi- 
tion, if it can be alleviated. I appreciate why credit has been 
tightened. I think all the members of this subcommittee are fearful 
of a tailspin in the inflationary atmosphere in which we are now 
living, but I think we would like to explore, Mr. Chairman, the sugges- 
tions which have been made. 

Mr. Wuirrten. I think it would be well for them to be presented 
to the committee. You might wish to wait until the end of the 
formal presentation. 

Mr. Horan. I wanted to be sure that was covered. 

Mr. Wuirrnn. We want to see your suggestions. Presumably you 
still believe in them, and we would like to consider them ourselves and 
see what merit they have. Mr. Matthews, if that is the conclusion 
of your general statement, we might pass to Mr. Tootell’s statement. 


STATEMENT OF Gov. Rosert B. Toorse.yi 


Mr. Toornuit. Mr. Chairman, I should like to make just a few 
brief remarks about my statement here, first filing my formal state- 
ment for the record. 

(The statement is as follows:) 
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StaTEMENT oF Gov. Ropert B. Toorentn, Farm Crepit ADMINISTRATION 


We have for consideration the budget estimates of the Farm Credit Administra- 
tion and the business-type budgets submitted under the Government Corporations 
Control Act for the Federal Farm Mortgage Corporation and the 12 Federal 
intermediate credit banks, into which the 12 production credit corporations were 
merged as of January 1, 1957, pursuant to the Farm Credit Act of 1956 approved 
July 26, 1956. The administrative expense requirements included in these budgets 
are summarized below, but before going into the estimates, I would like to briefly 
review the organization and activities of Farm Credit Administration and the farm 
credit institutions, and to comment on the agricultural and economic conditions 
which have a bearing on the programs provided for in the budgets. 


Summary of authorizations, 1957, and estimates, 1958 








Administrative expenses Authoriza- | Increase or Estimate, 
tion, 1957 {decrease (—) 1958 
Farm Credit Administration................-.............---.| $2,230,000 — $30, 000 $2, 200, 000 
Federal Farm Mortgage Corporation. -_.................-.---- 1 §, 000 mf) ee 
Federal intermediate credit banks--~-...........__-- eet. 3, 576, 000 —201, 000 3, 375, 000 
Ne a a ie Re ge alae 5, 811, 000 —236, 000 5, 575, 000 





1 Revised estimate, a reduction of $545,000 from authorization of $550,000, 


Farm Credit Administration.—The Administration, an independent agency 
under the direction of the Federal Farm Credit Board, provides supervision, 
examination facilities and services to a coordinated system of farm credit banks 
and corporations which make loans to farmers and their cooperatives. Adminis- 
trative expenses are paid from funds provided by assessments collected from the 
credit institutions in the farm credit system. 

The farm credit system is comprised of 38 banks and corporations and 1,562 
local cooperative credit associations. The 12 Federal land banks make amortized 
real estate mortgage loans through national farm loan associations. The 13 banks 
for cooperatives make loans to farmer cooperatives. The 12 Federal intermediate 
credit banks provide agricultural loan discount facilities for production credit 
associations and other eligible financial institutions. Since January 1, 1957, 
pursuant to the Farm Credit Act of 1956, the banks, with minor exceptions, per- 
form the functions formerly carried on by the production credit corporations. 
The Federal Farm Mortgage Corporation discontinued making Land Bank Com- 
missioner (real estate) loans on July 1, 1947, and on June 30, 1955, disposed of its 
assets through bulk sale to the Federal land banks. The 1,064 national farm loan 
associations and 498 production credit associations are credit cooperatives located 
in farm communities to provide convenient service to members. All operating 
expenses, including interest on borrowings and administrative expenses of the 
banks and corporations, are paid entirely from their corporate funds. The 
primary source of loan funds of the farm credit system is from the sale in the open 
market of bonds and debentures which are not guaranteed by the Government 
either as to principal or interest. 

Trends in agricultural credit.—Agricultural developments during 1956 tended 
to cause farmers and their cooperatives to borrow increased amounts from the 
farm credit system, and from other types of lenders serving agriculture. 

Farmers’ incomes for the United States as a whole showed a tendency to 
stabilize during 1956, but the continued pressure from rising farm operating costs 
was a factor causing farmers to use more credit. The general index of prices 
received by farmers in the United States averaged 236 (1910-14=100) during 
1956 or the same as in the preceding year. Net incomes of farmers increased 
somewhat from $11.3 billion in 1955 to $11.7 billion in 1956. Farmers, however, 
continued to feel the squeeze of high costs as the index of prices paid increased 
from 281 to 286 while the parity ratio decreased from 84 to 88. Asa result of the 
pressure from increased costs, an increasing number of farmers who had been 
operating on their own funds were forced to again use borrowed capital. 

While total crop production in the United States in 1956 was at a record level, 
large numbers of farmers in the Great Plains continued to suffer from adverse 
effects of severe drought. In many parts of the Southern Plains, farmers have had 
their crop production and incomes reduced continuously since about 1950. Nearly 
16 million acres were damaged by wind erosion in 1955 and 10 million acres in 
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1956. The farm credit system has been attempting to do everything possible 
to aid farmers in these areas by giving close attention to all loans. Many short- 
term debts have been refinanced into longer term real-estate loans. There has 
been some increase in loan delinquencies, but on the whole most loans are in 
remarkably good condition in the drought areas. 

Amount of credit extended to farmers.—The net amount of loans made to agricul- 
ture by the farm credit system increased from $2,403 million in the fiscal year 
ending on June 30, 1955, to $2,671 million in the year 1956. Loans made by the 
Federal land banks increased from $403 million to $513 million while the volume 
of land-bank loans outstanding at the end of the fiscal year rose from $1,408 
million in 1955 to $1,638 million in 1956. These land-bank loans were used by 
farmers for many purposes, including not only the purchase of farms but also the 
acquisition of additional land, and to finance shifts and adjustments to more 
profitable operations, and for various improvements. 

Production credit associations extended $1,426 million of credit to assist 
farmers in financing crop and livestock production in the fiseal year 1956 as 
compared with $1,328 million advanced in 1955. The volume of PCA loans out- 
standing to farmers as of June 30, 1956, totaled $863 million as against $804 
million a year earlier. Many of these loans, especially those made for interme- 
diate terms, were used by farmers to increase efficiency and income through the 
purchase of modern equipment, improvement of buildings, the acquisition of 
better quality livestock, and similar purposes. 

The banks for cooperatives made $567 million of loans to farmers’ cooperatives 
in the fiscal year 1956 as compared with $500 million in the previous year. These 
loans were made to assist the cooperatives in marketing farm products and pur- 
chasing farm supplies. Cooperatives also used the loans to construct needed 
facilities and for operating capital. 

Total debt owed by farmers to all lenders increased further during the past year. 
It is estimated that real estate debt of farmers in the United States increased from 
$9 billion at the end of 1955 to $9.8 billion at the end of 1956. Non-real-estate 
debt increased from $7.9 billion to $8.2 billion. 

Credit outlook.—It is anticipated that a continuation of recent trends will cause 
farmers’ credit needs in 1957 to equal and possibly exceed the volume of credit 
used in 1956. While there may be some further increase in farm incomes, the con- 
tinued pressure of rising costs will make it necessary for farmers to borrow large 
amounts. Many farmers are still enlarging and improving their operations, 
Others have not yet completed adjustments already under way. Farmers in the 
Great Plains will continue to need special attention to aid them in adjusting to 
effeets of the drought. 

BUDGET ESTIMATES 


Sound administration and operation at a prudently economical cost is the 
policy of Farm Credit Administration and the institutions it supervises. The 
administrative expense limitations represent authorization for the expenditure 
of assessments collected from Farm Credit banks and corporations in the case of 
Farm Credit Administration, and authorization for the expenditure of corporate 
funds of the Federal Farm Mortgage Corporation and Federal intermediate 
credit banks. 

Farm Credit Administration.—The Farm Credit Administration budget reflects 
a decrease of $30,000. This decrease is effected by a decrease of $135,000 in per- 
sonal services, offset by $105,000 contributed to the civil-service retirement fund, 
pursuant to Public Law 854, 84th Congress. 

Federal Farm Mortgage Corporation.—The Corporation has budgeted no admin- 
istrative expenses for 1958. The only expenses will be for preserving, leasing, and 
disposing of retained mineral interests to be paid from related income. 

Federal intermediate credit banks.—The banks estimate a decrease of $201,000 
resulting from the merger of the production credit corporations in the Federal 
intermediate credit banks, after absorbing the banks’ payment to the civil-service 
retirement fund, pursuant to Public Law 854, 84th Congress, estimated at 
$151,200. 

In developing the estimates, due consideration has been given to the agricul- 
tural economic and credit situation discussed above. 


Mr. Tooretu. I remind you again that the Farm Credit Adminis- 
tration is an independent agency in the executive branch of the Gov- 
ernment, since 1953, which supervises the 12 farm credit districts and 
their banks and lending institutions. 
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In each of these districts is a Federal land bank, a Federal inter- 
mediate credit bank, and the bank for cooperatives; and then there 
are the national farm loan associations, through which the long-term 
Federal land bank loans are made, and the production credit associa- 
tions through which the shorter production credit loans are made. In 
addition there is the Central Bank for Cooperatives and the Federal 
Farm Mortgage Corporation, making in all 38 corporations which we 
supervise. 

ADMINISTRATIVE EXPENSES 


The operating expenses of the district banks and associations come 
from their own operating earnings. That includes the banks as well 
as the associations. 

For the Farm Credit Administration, its operating funds come from 
assessing the district banks. 

Our request here is essentially an authorization to spend up to a 
certain amount of the funds which we collect from these district 
banks. 

We might turn to these requests here as they appear on page 1 of 
my formal presentation. 


FARM CREDIT ADMINISTRATION 


For the “Farm Credit Administration” itself, which is made up of 
the Federal Farm Credit Board and the employees of the Washington 
office, our request or estimate for 1958 is $2.2 million, down $30,000 
from the previous year. I might say that in turn was down $90,000 
from the year before it. 

Is that right, Mr. Wilkinson? 

Mr. Wivxrinson. Right sir. 

Mr. Tooretu. This is in addition to our absorbing the increased 
cost of doing business; the mandatory pay increases, the longevity 
increases, the increased per diem cost that was voted by the Congress 
a year ago last summer and these other costs. We have been able to 
do that as a result in part of decentralization of responsibilities that 
the Washington office once had, but I would say more particularly 
through developing a tight, well-functioning organization. 

When the Farm Credit Administration was transferred out of Agri- 
culture and became an independent agency in December 1953, it had 
322 employees; that is, in the Washington office. Today we have 240, 
or a reduction of 80, which is approximately 30 percent. There will 
be some further reduction in that. The reduction has been almost 
entirely through the process of attrition. 

As a matter of fact, I do not know of a single individual in the 
3 years, practically, that 1 have been there as Governor, who has not 
had ample time to find satisfactory employment with another agency. 
There are some whose services we did not need who were given as 
much as a year. We have been able to maintain the fine morale in 
our organization in spite of this reduction, and we will continue to 
have some reduction. 

RETIREMENT COSTS 


Mr. Wuirren. Does that figure include the absorption of the in- 
ereased cost of retirement? 
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Mr. Toore.ti. It does, Congressman Whitten. On the last page, 
page 5, you will note that the budget of the Farm Credit Administra- 
tion reflects a $30,000 decrease, but this decrease is effected by a 
decrease of $135,000 in personal services and is offset in part by items 
of $105,000 because of the employer contribution to the civil service 
retirement program: ves, sir. 


FEDERAL FARM MORTGAGE CORPORATION 


Now, as to the Federal Farm Mortgage Corporation, you will note 
there is a very nominal item. It started out by being $550,000. 
Then we revised our estimate down to $5,000. That was at the time, 
was it not, Mr. Wilkinson, when the assets of the Federal Farm 
Mortgage Corporation were sold? 

Mr. Wixkinson. That is correct, sir; back in 1955. Last year Mr. 
Whitten restored the former appropriation of the former year, to 
which we concurred. This year we are coming up with the same 
request for a reduction again, sir. 

Mr. Toorruu. Yes. 

The Federal Farm Mortgage Corporation retains as assets only the 
mineral interests, the mineral rights, that it came into possession of 
through farm mortgage foreclosure back many years ago, and has 
been in the process for some years now of trying to sell those mineral 
interests to the surface owners of the property. The time for accom- 
plishing that sale on a preferred basis to the surface owner expires 
early next September. As of that date the Federal Farm Mortgage 
Corporation will have no active function. 

Mr. Wuitren. Last year we raised a question as to whether it 
would be sound to let this corporation die, or whether we should let 
the structure continue with the thought that we might reach a time 
when it would be helpful to reactivate it. Are you still convinced 
there is no point in trying to keep the structure alive? 

Mr. Tootetu. We really are, Congressman Whitten. We just 
within the last month and a half made some canvass of the situation 
out in the drought country and raised the question with our land bank 
people and the farm loan association people and some others as to what 
they felt might be accomplished out in that country by reactivating 
the land bank commissioner loan, which could not be accomplished by 
existing and active agencies, namely, the Federal land banks and the 
Farmers’ Home Administration; and it is our view, after that canvass, 
that there would not be a justification for reinstituting the old com- 
missioner type of loan. 

Mr. Wuirten. That is one aspect of it at the moment. Are you 
going so far as to say that, in the future, the situation may not change 
to the point where you wish you had this organization? 

Mr. Toorexu. Of course that is a possibility, Congressman. On 
the other hand, we feel that it is not needed. The fact that we do 
not ask for an appropriation here, or an authorization, does not mean 
that the Federal Farm Mortgage Corporation would die by this act. 

Mr. Wuirren. [ realize that, unless you changed the law, it would 
not die. 

Mr. Toorety. That is right. It would take specific legislation to 
terminate it and put it out of existence. 
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FEDERAL INTERMEDIATE CREDIT BANKS 


The other item in here is for the intermediate credit banks. Mr. 
Miles, who supervises them, will comment in more detail and particu- 
larly will answer the question Congressman Horan raised about ways 
and means we have suggested to production credit associations for in 
part at least compensating for higher interest costs. 

You will note there the request for the Federal intermediate credit 
banks is a reduction of $201,000. That is in addition to absorbing 
an increase of $151,200 which the intermediate credit banks will 
have to make as an employers’ contribution to the civil service retire- 
ment fund. Actually the gross reduction there is approximately 
$352,000. 

That comes about in large part through savings which have been 
effected through merging the intermediate credit banks and the old 
production credit corporations. 

I think, Mr. Congressman, unless you have specific questions you 
want to ask me that we might pass on to Mr. Miles. 

Mr. Wuairren. We might follow that course and get his formal 
presentation in the record. After that we will have questions on 
conditions generally and the farm mortgage situation. 

You may proceed, Mr. Miles. 


SraTEMENT OF Director Haroup A. MILEs 


Mr. Miss. I shall be glad to file my prepared statement, Mr. 
Chairman. 
(The statement is as follows:) 


STATEMENT OF Haroitp A. Mies, Director, SHort-TERM CREDIT SERVICE, 
Farm Crepit ADMINISTRATION, FEDERAL INTERMEDIATE CREDIT BANKS 


This statement provides information concerning the functions and operations, 
together with the related financial requirements, of the 12 Federal intermediate 
credit banks. Effective January 1, 1957, the production credit corporation in 
each farm credit district was merged in the Federal intermediate credit bank, the 
merged bank assuming the added responsibility of supervising and supplying 
assistance to the production credit associations which heretofore were supervised 
by the production credit corporation. With minor exceptions all assets, liabilities 
and functions of the corporations were transferred to the credit banks. Each 
bank operates under the direction of a district board of directors, subject to exami- 
nation and general supervision of the Farm Credit Administration. All interest 
costs and operating expenses of the banks are paid out of their corporate funds. 

Although the production credit corporations and intermediate credit banks 
were maintained as separate corporate entities through December 31, 1956, for 
comparative purposes all budget schedules have been prepared as though the 
merger had occurred on July 1, 1955. 

Organization and functions.—The Federal intermediate credit banks, which were 
established by the Agriculture Credits Act of 1923, serve as banks of discount 
for agriculture and do not make loans directly to individuals. These banks are 
an increasingly important factor in furnishing a continuing supply of short and 
intermediate-term credit to finance farmers and stockmen. They discount agri- 
cultural and livestock paper for and make loans to local financing institutions, 
including production credit associations, agricultural credit corporations, livestock 
loan companies, commercial banks, and other similar financing institutions, with 
their endorsement. Since the effective date of the 1956 act, no loans may be made 
directly to farmers’ cooperative associations, except associations engaged in mak- 
ing loans to farmers and stockmen for agricultural purposes. The credit banks are 
the only source from which the 498 production credit associations borrow to meet 
the credit requirements of their stockholder-members; and more than 90 other 
agricultural credit organizations finance most, if not all, of their agricultural loans 
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by borrowing from or rediscounting paper with the banks. In order to more 
effectively utilize surplus cash which arises from time to time in the farm credit 
system, the intermediate credit banks were authorized by the Farm Credit Act 
of 1956 to make loans to and to borrow from Federal land banks as well as the 
banks for cooperatives. 

As of January 1, 1957, the functions of the production credit corporations in 
supervising and providing leadership to production credit associations were 
transferred to the credit banks. The merger of the production credit corpora- 
tions in the credit banks not only simplifies the organizational setup of the farm 
credit system but will result in improved credit service to agriculture and increased 
efficiency and economy of operations. However, the maximum benefits to be 
derived from the merger may not be realized until after the new setup has been in 
operation for several years. 

Lending operations.—The banks’ volume of business is governed primarily by 
the demand for credit which, in turn, is a reflection of general agricultural and 
economic conditions, volume of agricultural production, the level of production 
costs, crop yields, prices of agricultural commodities, and other factors over which 
the banks have no control. The volume of credit extended by the banks has 
increased sharply during the past 10 years. The $1,965 million of credit extended 
in fiscal year 1956 was greater than in any prior year in the history of the banks 
except 1952 and was more than twice the amount of credit extended in 1946 (10 
years earlier). The 1958 budgets of the banks are based upon an estimated loan 
volume of $2,164 million, an increase of $199 million, or 10 percent, over the 1956 
volume. The number of individual loan transactions (advances and repayments) 
handled by the banks in 1956 was the largest in their 33-year history and further 
increases are expected in 1957 and 1958. Continued high farm operating costs 
in relation to the level of commodity prices, together with unfavorable growing 
conditions in some areas, tend to maintain credit needs at a high level. 

Financial requirements.—The paid-in capital of the Federal intermediate credit 
banks together with accumulated surplus reserves constitutes the capital base 
upon which they finance their lending operations. Lending funds are obtained by 
the banks through the issuance and sale to the investing public of consolidated 
collateral trust debentures and by other borrowings, and thus do not affect 
Treasury expenditures. Liability on the part of the United States Government 
for the debentures and other obligations of the credit banks is expressly denied 
in the law. No Federal intermediate credit bank may have outstanding at any 
time debentures or similar obligations in excess of 10 times its surplus and paid-in 
capital. With the increased capital resulting from the merger on January 1, 1957, 
it is expected that the system’s peak debt-to-capital ratio will not exceed 6 to 1 
in the foreseeable future. 

The Government’s capital investment in the Federal intermediate credit banks 
and production credit corporations at June 30, 1956, was $91,935,000, consisting 
of $89,235,000 of paid-in capital and $2,700,000 of paid-in surplus. This $2,700,000 
of paid-in surplus was supplied to 4 of the banks out of the $40 million revolving 
fund and was returned to the revolving fund in the United States Treasury on 
December 31, 1956. Retained earnings of the banks and corporations combined 
amounted to $63,347,824 on June 30, 1956. 

As of January 1, 1957, upon merger of the production credit corporations in 
the credit banks, the banks had total net worth of $150,471,704 consisting of 
$87,405,000 of class A stock held by the Governor of the Farm Credit Adminis- 
tration on behalf of the United States and $63,066,704 of permanent surplus, no 
part of which may be distributed as patronage refunds or dividends. This does 
not include subscriptions by production credit associatons to class B stock in 
the banks or any payments received thereon. Under the provisions of the 1956 
act the associations are required, within 60 days after January 1, 1957, to sub- 
scribe to class B stock in the credit banks in the total amount of approximately 
$13.1 million, of which one-third is to be paid at the time of the subscription, 
one-third by January 1, 1958, and the remainder by January 1, 1959. Most of 
the associations filed their required class B stock subscriptions as of January 1, 
1957, and made their initial payments as of that date. 

Class A stock is to be retired over a period of vears out of the proceeds of 
purchases by production credit associations of class B stock in the banks and from 
net earnings of the banks, after which the banks will be wholly owned by the 
production credit associations. Net earnings of the banks will be distributed as 
patronage refunds in the form of class B stock to production credit associations 
and participation certificates to other financing institutions. 

Pursuant to the Farm Credit Act of 1956, the Federal intermediate credit bank 
revolving fund of $40 million, which was established in 1934 to provide additional 
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capital to the Federal intermediate credit banks if needed, will be increased eventu- 
ally to $70 million as the last 30 million of the Government’s investment in class 
A stock of the banks is retired. 

Supervision of production credit associations.—On January 1, 1957, there were 
498 production credit associations making short and intermediate-term loans to 
farmers and ranchers in the continental United States and Puerto Rico. These 
associations operate through approximately 1,100 field offices in addition to the 
headquarters offices and make loans amounting to about $1% billion annually. 

Each of the 12 intermediate credit banks is responsible under the law for the 
supervision of the associations in its district. This supervision covers all phases 
of the associations’ activities and is carried out largely through the banks’ officers 
and employees working with directors, officers, and employees of the associations. 
The banks place particular emphasis upon sound and constructive credit service 
to farmers and ranchers, efficient and economical operations, adequate capital 
and reserves, and an adequate training program for association personnel. 

Among the important phases of the supervisory responsibilities is the adminis- 
tration of rules and regulations prescribed by the Farm Credit Board of the district 
governing lending policies and practices. Within limitations prescribed by law 
as to the maximum liability of a borrower to an association, and except for loans 
to individuals having certain official relationships to the association concerned, 
each production credit association has authority to make loans upon the approval 
of its loan committee. As provided in the regulations, such excess and official 
loans require the further approval of the bank or its board of directors and, in 
some instances, the Farm Credit Administration. 

The law requires that each production credit association be examined at least 
once each year by examiners designated by the Governor of the Farm Credit 
Administration. Examinations of accounts, records, and financial assets are 
made by examiners employed by the Farm Credit Administration. The out- 
standing loans of each association are reviewed and classified as to quality by 
employees of the intermediate credit bank of the district who are designated for 
that purpose by the Governor. These credit examinations include a careful 
review of credit policies and practices followed by the associations with special 
attention to weak loans as well as any unsound or ineffective credit and collection 
practices. Thus, the credit examinations ordinarily made by employees of the 
banks serve not only to complete the overall examinations of the associations but 
they provide an effective means by which the banks are able to carry out an im- 
portant phase of their supervisory responsibility and at the same time to render 
helpful assistance and guidance to the associations. The cost of examinations 
of the PCA’s is assessed against and paid by the associations. 

The Federal intermediate credit banks carrv out their supervisory work with 
production credit associations largely through employees especially trained in 
agricultural credit and in other phases of association operations. In addition to 
assisting associations in maintaining sound and constructive lending policies and 
practices, the banks advise with and assist association directors, officers and em- 
ployees in such matters as efficient and economical management and operating 
procedures; effective safeguards for funds; maintenance of necessary accounts 
and records; and building strong membership relations. 

Among other things the banks are responsible by law or by regulation for pre- 
scribing minimum surplus requirements for associations, approving dividend 
payments, prescribing interest rates, regulating investments and approving com- 
pensation of association personnel. The banks also recommend to the Governor 
of the Farm Credit Administration any needed changes in association organiza- 
tion papers, bylaws or regulations, investment of additional capital out of the 
revolving fund available for that purpose, and the retirement of Government 
capital from any association which has resources available therefor. 

Other financing institutions.— Although the law places no explicit responsibility 
upon the intermediate credit banks for supervising the operations of financing 
institutions other than production credit associations, they maintain close contact 
with all institutions to which they extend credit. Periodic examinations of 
agricultural and livestock credit corporations are made by the banks to determine 
their financial condition, and the quality of their loans and discounts, as well as 
to see that they adhere to the terms of their agreements with the banks. 

Credit problems faced by banks.—The cost price squeeze has made it necessary 
for many farmers and stockmen who had been able to operate with their own 
cash resources to turn to banks and other lenders for loans to finance production 
costs, and has made it more difficult for others to pay their obligations out of 
current income. Extensive areas, especially the range livestock section of the 
Seuthwest, have for several years suffered from drought. others have experienced 
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destructive floods and other adverse conditions, resulting in low yields and partial 
or total crop failures. The reduction in net farm income resulting from these 
and other unfavorable developments has created difficult credit and operating 
problems for the banks and associations in their endeavor to assist their borrowers 
in working out of their difficulties and maintaining their loans on a sound basis. 
Farmers and stockmen who are in a seriously extended debt position will require 
several years of more favorable conditions to recover. 

Administrative expenses.—The administrative expenses of the 12 banks for the 
fiscal year 1958 are estimated at $3,375,000 which amounts to only three-eighths 
of 1 percent per annum on the average loan volume of the banks. The amount 
requested represents a decrease of $201,000 from the $3,576,000 available for 1957, 
after including provision for a contribution of $151,200 to the civil service retire- 
ment fund not heretofore required to be paid by the banks. The 1958 estimate 
includes provision for the salaries of 412 officers and employees (net man-years) 
or an average of about 34 per bank compared with 453 man-years of personal 
services estimated for the current year. Thus the 1958 budget provides for a 
decrease of 41 employees and $239,000 in salary cost for the sy ar Other 
expenses are estimated at $38,000 more than in 1957, including the $151,200 con- 
tribution to the civil service retirement fund. All expenses of the haan are paid 


out of their income and not out of funds appropriated from the Federal Treasury. 


In view of the increasing volume of agricultural paper the banks are being 
called upon to handle and the economic conditions presently facing agriculture, 
with their resulting credit problems, the $3,375,000 budgeted for administrative 
expenses for 1958 is believed to be the minimum amount needed to enable the 
banks to continue to maintain their lending operations on a sound and constructive 
basis and to carry out effectively their newly acquired supervisory responsibilities 
over production credit associations to see that the system continues as a source 
of sound and dependable short- and intermediate-term credit for farmers and 
stockmen. 


Mr. Mies. Mr. Congressman, the production credit associations, 
the 498 which operated until February 1 of this year, when 2 of them 
were consolidated, made, during the calendar year 1956, 2 percent more 
loans in number than they did the year before but 7.3 percent more 
in amount. 

On December 31, 1956, the loans outstanding were 4 percent more 
in number and 8 percent more in amount. 

As you know, these production credit associations obtain all of their 
loanable funds through the Federal intermediate credit banks which, 
since the merger, have responsibility also for supervising these 
associations. 

The credit examinations made indicate that the quality of loans 
made by these associations has held up very well. 

We divide our loans into four classifications. The A classification 
represents the best loans. The B classification represents those with 
only minor weaknesses. The C classification represents loans having 
major weaknesses. And the D classification represents loans having 
some loss in them. 

We find from examination of 400 associations which were completed 
as of this report an indication that the C loans in 1956 were at 11.7 
percent of all numbers of loans outstanding, which was practically 
the same as the C loans the year before, when they were 11.2 percent. 

There were very few D loans outstanding in the 498 associations, 
only 0.6 of 1 percent in number in 1955 and 0.6 of 1 percent in number 
in 1956, and 1.2 percent of the amount of loans in the D classification 
in both 1955 and 1956. 

The Governor has given you the picture so far as the budgets of the 
intermediate credit banks are concerned for the fiscal year 1958. I 
might indicate that during the year 1956 the production credit associa- 
tions made intermediate term loans for primary capital ite 
macbinery, improvements, et cetera—with maturity of 3 years. 
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Since that program started they have made 11,000 of those loans, 
for something in excess of $33 million. 

As you well know, there has been considerable sentiment from 
different sources indicating the need for longer term intermediate 
loans for capital items. Our production credit associations actually 
started in 1955 making those loans on an experimental basis, but at 
the beginning of this year that was taken off of an experimental basis 
and made a regular part of the lending program of the production 
credit associations. 

The 1956 act makes it possible for them to make loans in the inter- 
mediate credit banks, to accept loans for discount with maturities up 
to 5 years, which we believe will fill an important credit need for 
American agriculture. 

Mr. Wuirtren. Mr. Miles, in that connection I should like to ask a 
question. 

Mr. Mixes. Yes, sir. 

INTEREST RATES 


Mr. Wuirten. Most everybody is complaining now about the rate 
increases, and we hear most everybody complaining about constant 
inflation. It is thought by those who have set out to raise the interest 
rates or to take actions which have the tendency to make credit a 
little harder to get, that such action will contribute somewhat to hold- 
ing down inflation. I do not care to belabor that issue, but for the 
record, since these farm programs are involved, I should like to 
straighten out a point or two. 

You know, the Federal land bank in many parts of the country is 
thought to be a branch of the United States Government, because of 
the use of the word “Federal.’”’ The Farm Credit Administration 
is also thought to be a branch of the Government itself. And when 
you borrow from the production credit association you are borrowing 
from a branch of the Government, many people think. We know 
that is not correct. But I do mention that, because it makes it im- 
perative to keep the record straight. We should point out here why 
those production credit interest rates tend to follow the interest rates 
from private banks and other sources. 

Mr. Mies. Yes, sir. 

Mr. Wuirten. I am right, am I not, in the statement that the 
production credit associations have to obtain their money by redis- 
counting the notes of their borrowers with the intermediate credit 
bank. The intermediate credit bank gets its money by the sale of 
debentures. This means if you are going to obtain money by selling 
these debentures you have to compete with other groups who are 
trying to sell securities on the market? I am coming to the point of 
finding out if I am correct that you are in the same position as the rest 
of them so far as competition for available money to meet your lending 
needs is concerned? 

Mr. Mies. Yes, sir. 

Mr. Wuittren. Thus your interest rate might be better because 
of a smaller overhead or some other factor, but by and large your 
interest rates at the local level will tend to follow the interest rates of 
other private institutions. 

Mr. Mites. That is true, sir. 
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LOANS AND INTEREST RATES. CHARGED BY PRODUCTION CREDIT 
ASSOCIATIONS 


Mr. Wuirtren. I wonder if it would be possible for you to inelude 
in the record a table showing the amount of loans and the average 
interest rates charged by the production credit associations for the 
last 10 years. Could you do that? 

Mr. Mites. Yes, sir. 

Mr. Wauirren. | think it would be helpful to us. 

Mr. Toore.u. Yes, sir. 

Mr. Wuirten. We will be able to see the farm picture. 

(The information is as follows:) 


Production credit associations 


Loans closed | Per annum | Loans closed Per annum 


|) eee rate of av- 
Year | erage total Year | | erage total 
cost (inter- cost (inter- 
Number | Amount est and Number Amount | estand 
fees) fees) 
| Percent Percent 
We cncbinns 251,178] $757, 611, 000 5.38 || 1952 279, 538/$1, 341, 709, 000 6.33 
a } 274, 397 924, 314, 000 5. 64 1953 .... 266, 320) 1, 226, 469, 000 6.35 
1949 287, 443 955, 930, 000 6. 02 1954 273, 324| 1, 273, 234, 000 6. 36 
1950___. 288 068| 1, 075, 710, 000 6.01 1955 270, 827| 1, 386, 341, 000 5. 92 
a 284, wm 1, 320, 397, 000 6. 08 1956 276, 146) 1, 488, 179, 000 1 6. 20 


! The full effect of increasing money costs to the banks and their increased discount rates charged associa- 
tions was not fully reflected in the rates production credit associations charged borrowers in 1956. 


Mr. Wuirren. Of course you deal primarily with the Farm Credit 
Administration, but we are interested in the overall farm situation. 

Mr. Toore.yt. That is right. 

Mr. Wuirten. We are not only interested in how much they have 
borrowed through your system, but we are also interested in what the 
general situation is in agriculture. 


FAKM CREDIT SITUATION 


Could you discuss that with us the general picture of the farm credit 
situation and farm loans? 

Mr. Toore.tu. I would be glad to comment on that 

Congressman Whitten, the farm mortgage indebtedness in the 
United States hit a low point right at the end of World War II and has 
been going up since that time. For the past 5 or 6 years it has been 
going up rapidly, and particularly in the last 3 vears has it been going 
up faster. 

This past year I believe the farm mortgage indebtedness advanced 
from $9 million to about $9.8 million. The non real-estate indebted- 
ness has been going up at about the same rate and increased this last 
year, I believe, by about $300 million. 

There are a number of reasons for that increase. The increase in 
farm mortgage indebtedness is in fairly substantial part to finance the 

urchase of farms by the younger farm folks who are going into the 
usiness, but even more particularly by existing farmers who are 
buying additional land to enlarge the size of their holdings and in other 
ways to improve their property and inerease the size of ‘their business, 
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such as adding buildings, irrigation systems and that sort of thing, 
which will increase the earnings and size of their business. 

Often this is done to pay for equipment and other things that will 
increase their efficiency 

A pretty fair sized chunk of it is also used to refinance and consolidate 
short-term indebtedness, which has accumulated as a result of the past 
several years of income being not nearly as good as it was during the 
World War and immediately afterward. 

Those are the essential reasons for the increase. Of course, the 
drought situation has been getting steadily worse in the middle part of 
the continent, particularly in the southern Plains. But in the past 3 
or 4 years there have been unusual droughts in other parts of the coun- 
try. You know that in the Southeast, Congressman Whitten, 2 or 
3 years ago there were unusually serious droughts. 

The amazing thing to us is that in spite of these drought conditions 
and the general price-cost squeeze, which is a substantial thing in 
most lines of farming, that the payments on indebtedness have main- 
tained such a fine record. Even including this tremendous drought 
area in the central part of the country now, our delinquency of Federal 
land bank loans is only about 6 percent; in other words, only about 6 
percent of the loans have any indebtedness either of principal or in- 
terest that is more than 30 days beyond maturity, which is not much 
more than a normal sort of thing. 

The land banks own only 49 farms in the entire United States, 
after these several years of adversity. 

I think it is about 90 farms that are in foreclosure; is that not 
right? 

This total indebtedness has climbed and is now in the neighborhood 
of $18 billion, and yet in terms of the value of the farm plant, of 
agricultural assets, it is still a fairly nominal amount, about 11 percent 
of the total farm assets, which is a much more favorable ratio than at 
any time, I would say—well, certainly any time since about the end 
of World War II. Then you would have to go back from that period 
to find a period where the ratio would be as favorable and you would 
have to go way back before World War I. That is about the picture 
on this indebtedness thing. 

We meet 3 times a year with representatives of 14 life-insurance 
companies which are leaders in the farm mortgage lending field. 
There are some folks from the agricultural commission of the American 
Bankers Association in that group. That is about the group that meets 
in Chicago, called the National Agricultural Credit Committee. We 
just compare notes as to what is happening in the farm mortgage and 
farm financial field. 

By the way, there are 2 or 3 folks from the Department of Agri- 
culture who always attend those meetings and contribute to them. 

We find that the experience of the life-insurance companies, who are 
the leaders in the farm mortgage field, for they hold far more farm 
mortgages than we do, has a proportion which is almost parallel to 
ours. 

Mr. Horan. The interest rates? 

Mr. Toore.yu. On interest rates we have them bested a little, 
Congressman Horan. I believe 7 of our 12 land banks now are at 5 
percent interest and 5 of them at 4% percent. 
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INTEREST RATES 


Mr. Horan. Seven of your districts are at 5 percent? 

Mr. Tooren.. At 5 percent. 

Mr. Horan. That is being charged to the borrowers? 

Mr. Toore.y. That is right. That is on new loans as new loans 
are made. That is Federal land bank loans. Most of those loans are 
20- to 30- or 36-year term, amortized loans. 

We think it is inevitable that unless there is a downturn in the cost 
of money reasonably soon there will have to be another round of in- 
creases in those interest rates on land-bank loans. 

Mr. Horan. The complaint I received is from our three State 
legislators, who signed it, from the Wenatchee-Okanogan area you 
know so well. 

Mr. Toore.u. Yes, sir. 

Mr. Horan. They are three good men, I might add. One is the 
joint Senator from Okanogan-Douglas County, who has wheat and 
fruit and livestock. Their interest rate is in excess of 7 percent. 

Mr. Toore tu. That is not the land bank, Congressman Horan. 

Mr. Horan. That is Production Credit. 

Mr. Tooretu. Yes, sir. All the loans that are made in any farm- 
credit district such as in the Spokane district would be involved there. 
The four States—Washington, Oregon, Idaho, and Montana—have 
all the land-bank loans at the same rate, and that is 5 percent. 

Now, the production credit loans that these men are talking about 
do vary by production credit associations, depending upon the size 
of the association, its volume of business and its Operating efficiency 
and the reserves it has been able to build up during better times, and 
things of that kind. 

Mr. Miles, I am sure, has right at hand the information as to the 
frequency grouping of these production credit association interest 
rates at the present time. 

Mr. Horan. Could we have that information? 

Mr. Wauirten. We would be glad to have it included in the record 
at this point. 

Mr. Mites. We will be glad to do that. 

(The information is as follows:) 


PCA interest rates Jan. 1, 1957 


Rate Rate 
Number of PCA’s: (percent) | Number of PCS’s—Con. (percent) 
hn eect eee 5 Se Ne Se a ee a oe 
Sour eT . 8% we i ot ted . 6% 
ie ect ae : ... '§% SF 2 331 F i Lue aa 
Adi, ies thie GT Bits isis ode ee 
a ae 5% | §2_ is . ee 


Mr. Wuirrten. Yo ou might discuss it as well. 

Mr. Horan. I should like to have you discuss it briefly, if you 
would. 

Mr. Miss. Yes, sir. As of January 1 this vear of the 498 Produc- 
tion Credit Associations in the U nited ‘ States 6 were charging their 
members 5 percent; 2 were charging 5 5% percent; 40 were charging 5% 
percent; 14 were charging 5% percent; 1 was charging 5%; 300 were 
charging 6 percent; there was 1 charging 6% percent; 81 were charging 

% percent; 1 was charging 6% percent; and 52 were charging 7 percent. 
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Mr. Horan. Fifty-two at 7 percent? 

Mr. Mixes. Fifty-two at 7 percent; yes, sir. 

Now in your district, Congressman Horan, as of that date 11 were 
at 6 percent, 7 were at 6% percent, 1 was at 6% percent; and 1 was at 
7 percent. Then there were some below that, too, if you want all 30 
associations. There were 3 at 5% percent, 5 at 5% percent, and 2 of 
them at 5 percent. 

Mr. Horan. Three at 5% percent? 

Mr. Mies. Three at 5% percent; yes, sir; 5 at 5% percent, and 2 
at 5 percent. 

I might state in that connection the bank has increased its discount 
rate from 3% to 4% percent. effective February 1. 

Mr. Horan. That would be consistent with the Treasury policy. 

Mr. Miss. Yes, sir. Of course, until this month’s sale, on our 
January and February sales, the money cost the FICB’s 3.975 per- 
cent which, as you see, is mighty close to 4 percent. 

Mr. Horan. What is the Farmers’ Home Administration charging 
now? 

Mr. Tooreiu. I think operating loans are 5 percent. Only the 
special emergency loan, or some special loans on which Congress fixed 
the rate at 3 percent, I believe are that low, and the rest of the loans 
are 5 percent. 

Mr. Horan. We recognized—and we insisted on this subcom- 
mittee—the borrower from the Farmers’ Home Administration should 
have the loan made in such a way that the borrower can repay after 
he repays and presumably succeeds he then is no longer eligible for 
a Farmers’ Home loan. He becomes a client of a private bank or 
the Farm Credit Service. 

Mr. Wuirren. I have taken a little different view from many 
people about the Farm Credit Administration, the supervision of 
production credit associations, and trying to get the farmers to buy 
out the Federal interest in the banks or the cooperatives. It sounds 
good on the face of it. But these various programs were set up because 
of a need for farm credit. 

It is my belief that it requires a continuing supervision. Personally 
I would like to see some Government money in each of these organiza- 
tions. My reason is that, so long as there is a national group looking 
into the operations, it tends to make them be more equitable and 
considerate of need. There is somebody who is pointing out to them: 
‘“‘Now that you have paid your debts off, do not forget the past and 
be so rigid on credit policy that we will have to set up still a third 
governmental organization to meet the needs of the farmer. You 
fortunately had your needs met by this organization.”’ 

With the wide variance you have there in interest rates, I can realize 
that one production credit association might have much more over- 
head in comparison to its volume than another might have. Presum- 
ably the money which is borrowed from the intermediate credit bank 
would be on a straight rate. 

Mr. Mites. Right. 

Mr. Tooretu. All the associations of the district pay the same rate 
to the intermediate credit bank. 
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CONTROL OF INTEREST RATE 


Mr. Wuitten. Now, what control do you have, if any, over the 
rate of interest the local production credit association may charge? 

I can say that I happen to own a little stock in a production credit 
association which I inherited. I have kept it. It has built wp con- 
siderable reserves. A certain group within that production credit 
association has a considerable interest in its overall operations. It 
is conceivable that they might charge a higher interest rate than 
circumstances really might require. This would let them become a 
local privately owned bank, so to speak. 

Mr. TooTeLu. Ccngressman Whitten, I should like at this point to 
make this statement: Even though production credit associations 
have nearly all paid off their Government capital—and I believe 98 
percent of the Government capital that was put into production credit 
associations has been paid off—they still are part of a national system. 
They still constitute a national system which the Congress established 
to do a job for American agriculture. 

So far as we are conc erned i in the Farm Credit Administration, we 
have a responsibility to supervise them and to try to see that they con- 
tinue to perform the objectives which Congress had in mind when it 
established them, even though they no ‘longer have Government 
capital. Mr. Mathews, is that not the view of the Federal Farm 
Credit Board? 

Mr. Matuews. That is the view of the Federal Farm Credit Board 
and also the view of the production credit associations all over the 
country. They feel they should have and do want supervision. 

Mr. Wuirten. The fact that I raise this question does not mean 
I have a complaint. I just wanted the record to show the full story 
as to how good a vehicle this is for meeting the needs of the future, 
and whether it is doing it. Always you run into that problem when 
something becomes wholly owned. Unless you have such a means 
as you have here of countering that, it could become more restricted 
than an local bank. 

Mr. Maruews. I will tell you, Congressman, my experience has 
been in this since produc tion credit was ‘organized, out in the country 
with the production credit associations and as a member of a local 
committee and president of an association for vears. I feel that they 
feel there was a good deal of thought along the line you are talking 
about; that maybe when they acquired their ownership of the associ- 
ation they would tighten up credit to the membership. I have been 
closely associated with all of the production credit associations in 
Texas, and they were the first districts to retire all of their Govern- 
ment capital, out of the 12 districts. I do not feel or believe that 
there is a single association in the State of Texas—and they have 36 
of them—but what is trying to properly and adequately finance the 
farmers and ranchers in their territory, and they have not restricted 
credit because of becoming owners. That has been my experience. 

Mr. Wuirttsn. I am gald to hear that statement. I have heard 
nothing to the contrary. 

Mr. Maruews. Yes, sir. 

Mr. Wnairten. But is something we need to be certain of. 
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ASSOCIATION’S EXPERIENCE IN DROUGHT AREAS 


Mr. Horan. For my information, could you give us a little disser- 
tation the experience of the production credit associations that are 
serving the panhandle and the northern part of Texas, where they 
have had the difficulty of the drought for the last 7 years? 

Mr. Marruews. Well, I guess the production credit association of 
Midland has had more difficulty, because they are right in the worst 

art of the drought in Texas. That is an association into which we 
ons had to put some more Government capital, after it had paid its 
capital off. That was due to the fact, strictly, of dought conditions. 

ew, even in that association of Midland I would say that so far 
as the capital structure is concerned, due to the losses on account 
of the drought—and they are in the worst condition of any association 
in the State—they are still trying to continue to do the job of financing 
those people out there. Some of those people have gotten into such 
a condition— and some of their members—that it is beyond them 
or any other financing institution to finance them. They have had 
7 years of drought. ‘They have had 7 years so far as rain conditions 
are concerned and 7 years so far as crop conditions are concerned. 

Mr. Horan. And distressed selling of their livestock, too. 

Mr. Matuews. Yes, sir. A great many of them have had to sell 
their livestock under distressed conditions. 

Now, we have other associations in the State which are in the 
drought area, but none of those associations are in the position this 
particular association that I mentioned is. 

Mr. Horan. Do you know what interest rate Midland is charging? 

Mr. Matuews. | think they are charging 6% percent, are they not? 

Mr. Mixes. We do not have that by individual association. 

Mr. Maruews. I believe that is right, Congressman. I believe it 
is 644 percent. 

Mr. Horan. We found in our experience with crop insurance, which 
was operating there, that they had no crops, yet the premium rates 
were almost prohibitive. Of course, we had to remove 14 counties 
in that area from the program. 

Mr. Marurws. Yes, sir. 

Mr. Horan. It being considered, I think, that it was more a re- 
habilitation problem than a credit problem or a crop insurance 
problem. 

Mr. Maruews. Well, I think it is true out there that a great many 
of those ranches and a great many of those farms have gotten in the 
position now where it is a rehabilitation problem. I think—and I am 
very much in hope—that under the new program of the Farmers’ 
Home Administration they will be able to take care of some of the con- 
ditions out there. You know, when a man goes without a crop or any 
return for 7 years, and he has to feed his cattle for 7 years he cannot 
help but be in a very bad financial condition. That is a good ranch- 
ing and good farming area. It had been until the drought hit. 

Congressman, | want to take just a second here to say that I am in 
the farming and ranch business myself. That is all I have ever done, 
and I live in a country where we have always had a normal rainfall of 
42 inches. Well, that is enough rain for anyone on earth, but for the 
last 5 years we have not had anormal rainfall. It has gotten dryer and 
dryer every year, until last year we had a failure in crops, and our 
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pastures all burned up. We have had no rain this year up until now. 
So, we do not know whether we can plant any crops or what we can do. 


CONTROL OF INTEREST RATE 


Mr. Wuirtren. We have gotten a little bit far afield. I had asked 
the question as to what control, if any, you had on the rates of interest 
that the various associations might charge. Do you have any control 
over that? 

Mr. Miuzs. Yes, sir; the district banks approve the rates charged. 
In fact, they established the rates charged by the various production 
credit associations. That is usually done, first, by action of the dis- 
trict board of directors setting ranges within which the officers of the 
banks can approve rates for individual associations. 

I might say in connection with these higher money costs that it has 
been the policy y of the intermediate credit banks to operate on nar- 
rower margins than they would normally operate in order to minimize 
the effects of these higher costs to the production credit associations 
within their ability to do that, and we feel, on the contrary, that these 
banks should not operate in the red and use up resources that have 
been built up over the years. 

Mr. Horan. How can 9 of these production credit associations 
operate on a 5-percent charge? 

Mr. Mixes. Might I take this other statement one step further, and 
then I will get to that? 

Mr. Horan. Yes, sir. 

Mr. Mixes. Also, the production credit associations gene srally are 
operated on a much narrower margin than they have in times past in 
order to minimize the effects of the increasing cost of money to the 
farmers. It is because of the production credit associations operating 
on as narrow margin as possible and still pay expenses that some of 
them are able to operate on less than 6-percent rates. <A 4.25 dis- 
count rate and 2-percent spread, of course, makes a 6.25 rate. 

Some of them with a large volume of relatively large loans can 
operate at 1 percent to 1.5 percent spread and pay their operating 
expenses. However, they will not build up reserves with that kind 
of spread. 

Mr. Horan. Are they using their reserves to hold down the charge? 

Mr. Mies. Not to a very great extent. We would hope that they 
would not use up their reserves in order just to keep the rates down 
because we think it is not good business either for the banks or for the 
associations to operate in the red because we know they cannot do it 
for very long. 

COMPETITORS’ INTEREST RATE 


Mr. Toore ti. The question was asked somewhat earlier about our 
interest rates in comparison with those of, let us say, our competitors, 
and we did not answer that question, Congressman Horan. 

In the real-estate field, by and large, the insurance companies are 
charging, I would say, one-quarter to one-half percent more than 
Federal land banks. 

That would be a pretty good average generally. Commercial 
banks are charging probably ‘about the same as production credit 
associations; that is, their stated rates. We know, however, that 
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they are in a position to vary the interest that they charge for different 
individuals. If a farmer who is a preferred risk comes in, the vice 
president of the bank who is passing on this loan can give him 1 per- 
cent or sometimes 2 percent less than he would charge the general 
run of farmers that are borrowing. The size of the loan often is a 
factor in that. We cannot do that. Ours is a cooperative credit 
system and if you charge one borrower in a production credit asso- 
ciation 6 percent, you have to charge everybody 6 percent or you 
get into trouble pretty fast. 

They are members of your association, and that is one of the prin- 
ciples in any cooperative program. However, some of these com- 
mercial banks which might be charging 6 percent or 6.5 or 7 percent 
interest levies that on a discount bases. They take out that interest 
before they pay out the proceeds and credit one’s account with the 
proceeds so that the actual cost of it may be greater than what 
appears on the surface. Of course, the banks also have a bit more 
latitude than we have in that they do not have to go into the market 
each month and hire their funds at the market price. We sell an 
average of $100 million a month of credit bank debentures—9-month 
debentures—and we have to pay what the market price is on that day, 
and 95 percent of the loan funds of production credit associations, you 
see, come from discounting their paper with the intermediate credit 
bank or getting direct loans from the intermediate credit bank. 

So, there just is not much leeway there. On the other hand, the 
commercial bank does have the depositor’s money and does not have 
so rigid a situation as we have. 

Mr. Wauirten. What was the purpose of, in effect, the doing away 
with the production credit corporations and consolidating them with 
the intermediate credit banks? 

Had you reached the point where they had become unnecessary? 

Mr. Toorety. That was the feeling, Congressman. We think the 
corporations were set up in the first place 23 years ago, first, to or- 
ganize and, secondly, to capitalize and, third, to supervise the produc- 
tion credit associations. 

The job of organizing was completed within practically a year or 
two; as practically all of the associations have paid off their capital, 
or paid it down to a nominal amount the second function was com- 
pleted. 

Then, of course, the associations which had acquired some 23 years 
of experience needed much less close supervision than those which 
were just getting underway. and it was felt that the necessary job of 
supervision could be done in an entirely satisfactory manner by the 
intermediate credit banks whose principal function was that of dis- 
counting the paper of the associations. 


VALUE OF FARMLAND 


Mr. Wuitten. We belabored the issue somewhat last year as to 
why in many areas farmlands continue to command a high price. 
In my area I know it is difficult to buy good farmland. However, the 
lands themselves are selling at about twice what they are really worth, 
as compared to what they will earn. In other words, the value is not 
based upon the income that a farmer can obtain. It leads you to 
believe that many people are afraid of this inflationary spiral and want 
to buy something solid or something that will not get away. 
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What is your observation in connection with the present relatively 
high values that we give to real estate? 

Mr. Toote.u. Well, Congressman Whitten, our normal agriculture 
valuation by land-bank appraisers establishes for these farms—and 
you used to be a land-bank appraiser; did you not, Mr. Marshall? 

Mr. MarsHauu. No, sir. I never was affiliated with Land Bank. 
I was with the Farm Security and Farmers’ Home Administration. 

Mr. Toorse.u. I suppose you folks are familiar with this normal 
value concept that we use in appraising for Federal land bank loans 
in which we try to estimate the value based upon what may reasonably 
be expected as long-time earnings from the land. 

Mr. Wuirren. | am familiar with that. 

Mr. Toore.u. We feel that we have a responsibility, if anything, to 
lean toward the conservative side on that. In spite of a rather sub- 
stantial increase in our general level of normal agricultural values 
that we put into effect 2 years ago, an increase in the neighborhood 
of 30 percent, we are finding that today our normal agricultural values 
evaluate out at probably in the neighborhood of 65 percent of current 
market prices which, Congressman, bears out the point that you made. 

Now, we may be unrealistic in our concept of normal agricultural 
values, but we do not think so, perhaps, for the long pull. 


LOAN POLICY 


Mr. Wuirren. I pointed out some years ago, and we had quite a 
discussion on this committee because the Federal land banks were 
sending out flyers when they sent a receipt or a statement. They 
would include a notice to this effect: ““Do you not know some good 
man who wants some land-bank money?”’ 

Some of us on this committee wondered as to the wisdom of that. 
Yet we recognized that the bank has to do enough business to keep 
sound, just like all branches of our credit system. However, we took 
the view that you did not help the farmer by lending the money if 
he, in turn, could be getting by without borrowing it. It was only 
when he really needed it that a governmental agency should be trying 
to help him. 

It is not bad for a man at least to limit his borrowings to two-thirds 
of what he has. If he is going to borrow the full amount of what his 
land is worth, he is hardly in business anyway; is he? 

Mr. Toorety. Well, of course, our maximum land bank loanable 
is 65 percent. So, it is in the neighborhood of 40 percent of current 
market value. 

Mr. Wuirren. That reduces it even further? 

Mr. Toore.u. Yes, sir. 

Mr. MarsHauu. Mr. Chairman, I might say at this point that I 
am very pleased to note that the Farm Credit Administration is 
using the approach that they are in appraisals. 

It seems to me during a time like this when we are finding that 
only three States in the United States have an index on land values 
below what it was in 1920—and in the memory of most of us we 
know what happened with an expanded farm credit during that 
period—that the Farm Credit Administration has a responsibility 
over and above that of the commercial organizations in attempting 
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to point out to people the earning capacity of our land, and I am 
hearily in accord with the policy in that regard. 

I might argue with you at a time when land values are low as they 
were in the 1920’s, when I feel that your appraisal method then 
was too conservative, but I do not feel that during a period like this 
that you should be criticized in any way whatsoever for being on the 
conservative side. 

Mr. Toorz uy. I appreciate your expression on that, Mr. Marshall. 

Mr. Wuirten. I started practicing law in 1932, living in a county 
where assessed valuation is rather good in the State of Mississippi, 
and that year the various insurance companies in Mississippi and 
the joint stock land bank and the Federal land bank owned the whole 
county, with very few exceptions. I mean that they did not have 
title to all of it, but they had actual title to much of it. 

The first sizable fee that I made in a civil matter involved one of 
the larger companies which had a mortgage on a very fine plantation 
and could foreclose. They thought, however, that the owner had 
inherited a great deal of money and they wanted to find some way to 
sue on the notes and receive cash instead of land. 

About that time things bean to improve and a combination of 
circumstances as I recall caused them not to foreclose. JT am not sure 
about that, but I know that the former owner eventually paid it off 
and rrospered for quite 2 number of years. I mention that as evi- 
dence of what can happen, 

But the point I am bringing up is this: If you will study the record, 
the indebtedness that was placed against all of that fine land that the 
owner finally lost, was placed there on loans made in the best times 
we hed ever had in that area. 

Mr. MarsHauu. That was true in Minnesota also. 

Mr. Tooreii. That was following the World War I boom. 

Mir. Marsuauy. That situation, I think, came to be a reflection on 
the Government from the standpoint of policies of lending money on 
that basis. I do not think the error should be charged nearly so much 
to the farmers as it should be to some of the people who were overly 
enthusiastic about land values. 

Mr. Wuirren. It comes back to this question: If we are not careful, 
you will go in there and consolidate the various outstanding indebted- 
ness of the landowner through some governmental agency or some 
governmental vehicle for le nding money. The landowner may real- 
ize that he has no real equity in his land. So, he will lose nothing and 
probably will get protection from deficiency judgments. Therefore, 
he may borrow this tremendous amount of money to consolidate and 
pay off everyone he owes, ending up with the land sold for every dollar 
it is worth to the Government. 

I think in our area we will have, under this disaster-loan business, 
a similar situation if we do not watch it. That is what we will be 
doing here, also, if we are not careful. 

Mr. Toorre.ii. We will be facing reality. 

ae Wuirten. And the landowner will know he has no equity in 

, but it is his means of helping bail out his creditors. 

® this committee’s report of last week, we recommended—in 
handling anything like that—that there should be some requirement 
that the creditor participate to some degree in reorganizing an out- 
standing obligation. 
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40TH ANNIVERSARY OF THE LAND BANK 


Mr. Toorrety. Mr. Whitten, before I forget it, I would like to call 
this committee’s attention to the fact that this is the 40th anniversary 
of the Federal land bank system. While it actually was created by 
act of Congress in 1916, none of the land banks were chartered until 
1917. So, this is our 40th year of operation. We are very proud of 
the record which the Federal land banks have. 

Mr. Wuirren. Well, your figures would indicate that it compares 
with that old statement that they are now “fat and 40.” Have they 
largely paid off the Government stock? 

Mr. Tooretu. They finished paying off the Government in 1947. 

Mr. WHITTEN Having paid it off, and having assets of its own, I 
guess ‘fat and 40,” should deseribe it. 

Mr. Toorety. Well, the land banks actually have combined net 
worth of about $360 million—combined net worth. 

Mr. Marsnatu. Mr. Chairman, a moment ago you were talking 
about Land Bank Commissioner loans. It has been in the record 
before, but I think it is always timely to put in the record that the 
repayment of Land Bank Commissioner loans was a very good record, 
and I wonder at this time if you might not put in the record what that 
repayment record was. 

Mr. Toorety. Well, the Land Bank Commissioner loan was the 
high risk loan and it was provided by act of Congress in 1933. Those 
loans were made by the Federal land banks as agents for the Land 
Bank Commissioner. If I remember correctly, about 60 percent of 
them were second-mortgage loans, but about 40 percent of them 
were first-mortgage loans made on types of property that involved 
lands that it was felt should not be taken in in making those 
loans which are cooperative credit loans. Out of Commissioner funds 
there were loans made totaling something about $1.218 billion, I 
believe. 

We would be glad to look that figure up and supply it to you. I 
think the losses were in the neighborhood of $62 million, but in spite 
of that the Federal Farm Mortgage Corporation had net earnings and 
paid extra dividends into the United States Treasury to date in the 
amount of about $134,700,000, and it still has about $8 million in 
assets. 

Mr. Witkrnson. And also returned all of its capital except $10,000. 

Mr. Tooreti. I am sure that at the time Congress provided for 
land bank commissioner loans and the Federal Mortgage Corporation, 
it felt that it would not even recover what capital that was provided, 
Mr. Marshall. 

Mr. Horan. Were those losses written off? 

Mr. Wiixkrnson. Yes, sir. 

Mr. Wuirren. We have certainly enjoyed this opportunity to 
discuss with you, Mr. Tootell, and your associates, the situation 
confronting our farmers and agriculture generally. We also appre- 
ciate your very fine report on the workings of the Farm Credit 
Administration. 

We think you do an excellent job and we look forward each yea 
to this chance to visit with you. 

Mr. Tooren,. Thank you, Mr. Chairman. 
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We enjoy our hearings here very much because of your courtesy 
and your real interest in farm problems. 
Mr. Waurrren. This will conclude the hearing. 


FEDERAL CROP INSURANCE CORPORATION 


WITNESSES 


MARVIN L. McLAIN, ASISTANT SECRETARY OF AGRICULTURE 

F. N. McCARTNEY, MANAGER, FEDERAL CROP INSURANCE COR- 
PORATION = 

Cc. A. FRETTS, ASSISTANT MANAGER, FEDERAL CROP INSURANCE 
CORPORATION 

E. H. NIKKEL, DIRECTOR, SALES AND SERVICING DIVISION, FED- 
ERAL CROP INSURANCE CORPORATION 

G. E. EVANS, DIRECTOR, FINANCE DIVISION, FEDERAL CROP IN- 
SURANCE CORPORATION 

M. E. COLBY, DIRECTOR, UNDERWRITING DIVISION, FEDERAL 
CROP INSURANCE CORPORATION 

J. P. SKEFFINGTON, CHIEF, BUDGET BRANCH, FEDERAL CROP 
INSURANCE CORPORATION 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OFFI- 
CER, DEPARTMENT OF AGRICULTURE 


OPERATING AND ADMINISTRATIVE EXPENSES 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 


Program by activities: 


1. Underwriting and actuarial analysis.................... $565, 468 $834. 000 $909, 000 
2. Contract sales and servicing ...............-....---...- 5, 085, 090 4, 785, 000 5, 722, 000 
3. Crop inspections and loss adjustments. -............-- 559, 427 691, 000 669, 000 

Total obligations............... iduchvviveiitdabbieawaedt 6, 209, 985 6, 210, 000 7, 300, 000 

Financing: 

Comparative transfers to other accounts. -.-.....-.......-- chen canard uchnanduatedd 
Unobligated balance no longer available... ........--..--- BB iipho abs coes och Esaateccdeteaes 

ade db dardltegedaciasaababoqncuehtecuses 6, 214, 200 6, 210, 000 7, 300, 000 
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Obligations by objects 









































1956 actual | 1957 estimate | 1958 estimate 
FEDERAL CROP INSURANCE CORPORATION 
Total number of permanent positions_......................-- 597 610 613 
Full-time equivalent of all other positions....................- 226 237 303 
Average number of allemplo ees....................-..-....- 719 809 902 
Number of employees atend<« year..............-..-..-.-..- 1, 264 1, 400 1, 630 
Average salaries and grades: poner ae 
Re Genera! schedule grades: 
I  cincichnicadencipeanépaccsesstcsasatniotn $4, 600 $4, 624 $4, 698 
Fis annecdantdtgiminée<cxstndnsdbacas cides GS-5.6 GS-5.6 GS-5.7 
E 01 Personal services: 
DD EEEIONN sco ndiaandomncchaubuamaucnbumenails $2, 342, 711 $2, 672, 158 $2, 834, 548 
Positions other than permanent................-.....- 814, 589 889, 002 1, 129, 635 
)- Regular pay above 52-week base--...............-..... yf SL See Be 10, 790 
ee EE WINE IS... ccc ccnsccnssananseabueuee a Ne ee 
- a oo di cansbsmciendcescninislipaadbaeslll 3, 165, 983 3, 561, 160 3, 974. 973 
ok RES EEA a ee ae 828, 513 942, 795 1, 100, 970 
G3 Transportation of things...........................- sail 12, 230 45, 800 34, 000 
a ns cn cacendassneneusectnebeeses 157, 392 189, 400 192, 300 
05 Rents and utility services..................-........-....- 116, 039 148, 600 168, 600 
06 Printing and reproduction.__..............- equenntuieds ena 61, 318 83, 500 95, 000 
ee I I ns ciiccccccasccawnstqecuansesees 21, 681 49, 500 51, 000 
Pp DEE. GUUIIIIIUID 66 sono ccunssseppappaccnhiatredin 1, 723, 552 1, 030, 765 1, 327, 357 
Services performed by other ae idl palin te Site nckig slate 8, 849 39, 000 40, 000 
08 Supplies and materials.................. dntuiahupngipintaned 46, 815 58, 200 62, 700 
I- ni icsrctiedicestenscei meh nina deracantemenetienedinene alin 29, 424 40, 000 50, 000 
11 Grants, subsidies, and contributions: 
UTI UN) III I cv: dno ninscchnsnvgebdscin us cxsits speak cri tdisincgcae cnc 176, 900 
13 Refunds, awards, and indemnities_.................-....- 1, 165 2, 500 2, 500 
DD. TR Ie CUE in i kcccttecetnsaderadenadescoebnal 17, 442 18, 7 23, 700 
Total, Federal Crop Insurance Corporation.-...........- 6, 190, 403 6, 210, 000 7, 300, 000 
ALLOCATION TO AGRICULTURAL MARKETING SERVICE Ss ee 9 ee 
ee Total number of permanent positions. ...............--.. aren D Ppa continiwncs taceaepbnenale 
ite Average number of employees _....-....-.-.--.-.-- onihiitetbins Ghigo cncktpntkuthveeieteeteteue 
Number of employees at end of year....-...--..-.-.----.---.- F RetestsinennsidaRedegeslieies aie 
Average salaries and grades: iy 
000 General schedule grades: 
000 OT ae indinnnnineameieen $5, 294 
000 i cot Ln tnnahaanaace ohandecamecnnae GS-7.2 
000 01 Personal services: iat 
Permanent positions... .....-.- onbapnawnesshennmdkemnis RMN Nik) nae~tanienndiasenameagene 
ee Regular pay above 52-week base. -..-...--.....-..--- Peers «= a onaeiiad 
a Total purtowal Wee Vee anes ogists wo dee nssnasens TG Noes ernanidaae 
000 gee auawanwawinaen 40 |.. 
RII CRO OUDOR, 6.5, ctnmancccescocducsodeansracubs 651 
— 06 Printing and reproduction._---.-....-....-...-.- he 64 |.---- 
Oe Sr NII, UU WI os a cecnnammmabaledanaunh 50 |... 
ers oc uence ne ckaccasannkicnannanmeadeemae” 255 
Ir I a it ran imneemnaenenen 25 |.. 
Total, Agricultural Marketing Service...-.....-..--.--- Th EE Bois <n cineecunsls dncenneens 
Total obligations__....... SbaeSee Ene chs ecuneedeapaceelh 6, 209, 985 | 6, , 210, 000 7, 300, 000 
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Budget authorizations, expenditures and balances 


! 
1956 actual | 1957 estimate | 1958 estimate 
| 





BUDGET AUTHORIZATIONS AVAILABLE 





Spgconsiotion Cele Dd A dude db tes bie cbduhsusactuex inne . $6. 214, 200 $6. 210, 000 $7, 300, 000 
Obligated balance brought forward __.........--._.-.-.-_ 2, 232, 966 1, 511, 299 | 553, 299 
Total budget authorizations available......__________- 8, 447, 166 = 721, 299 | 7, 853, 209) 


EXPENDITURES AND BALANCES 
| 











Expenditures— 
Out of current authorizations -._- Dae e Sienensa ed 4, 703, 080 5, 660. 000 | 6, 481, 000 
Out of prior authorizations. ___............_-- Kant re 2, 040, 730 1, 508, 000 550, 000 
Total expenditures .__......-.- iced | 6, 743, 810 7, 168, 000 - 7, 031, 000 
Balance no longer available: | 
Unobligated (expiring for obligation) - -._.___- camel 31 |. hein entibiie as 
(SB yl at ae emt oc <r 3 iii I ilar acl -| 192, 026 |_.-- oe 
Obligated balance carried forward. -__-_._... Le sane bacctnk : 1, 511, 299 553, 299 822, 209 
Total expenditures and balances............-.-- a 8, 447, 166 7, 721, 299 | 7 853, 299 


Mr. Wuirren. We come now to the F Fede ral Crop Insurance 
Corporation. 

I would like to have pages 275 through 277, and pages 288 through 
295 of the justifications, in the record at this point. 

(The material referred to is as follows:) 


PuRPosE STATEMENT 


The Federal Crop Insuranee Corporation is a wholly owned Government cor- 
poration created February 16, 1938 (7 U.S. C. 1501), to carry out the Federal 
Crop Insurance Act. The purpose of this act is to promote the national welfare 
by improving the economic stability.of agriculture through a sound system of 
crop insurance and providing the means for research and experience helpful in 
devising and establishing such insurance. 

Crop insurance offered to agricultural producers by the Corporation provides 
protection from losses caused by unavoidable natural hazards, such as insect 
and wildlife damage, plant diseases, fire, drought, flood, wind, and other weather 
eonditions. It does not indemnify producers for losses resulting from negligence 
or failure to observe good farming practices. 

In accordance with the established policy of limited operations on an experi- 
mental basis, the 1957 crop insurance program will operate about 1,000 county 
programs, furnishing insurance coverage of approximately $401 million on wheat, 
cotton, flax, corn, tobaceo, beans, citrus, multiple crops, soybeans, barley, and 
peaches. It is estimated that 410,000 contracts will be in effect for the 1957 
crop year, an increase of 85,000 over 1956. 


Summary of insurance operations and changes in capital — 
Fiscal years 


1956 1957 1958 
Net capital at beginning of year-_-- es es ‘ $19, 267,943 | $15, 294, 401 $19, 188, 401 
Additicns to capital during the year: | 
Insurance premiums (net) - - -- . , | 22,322,894 | 22,174,000 28, 333, 000 
Interest and other ince me-.-- icieies : 87, 419 100, 000 100, 000 
Subscription to capital stock ------- ; 13, 000, 000 
Total capital available for insurance operations during 
year....- we inate sokasatiass ; | 41,678,256 | 50, 568, 401 47, 621, 401 
Deductions from capital during the year: | 
Insurance indemnities - - -- ‘ ~— | 25,404,874 28, 308, 000 25, 500, 000 
Loss adjustment and inspection costs- - --- 534, 232 | 850, COO 1, OVO, 000 
Administrative expenses charged to progr ram ope rations... | 221, 749 | 2, 000, 000 2' 000, C00 
Provision for estimated bad debts-_.- ‘ 223, 000 | 222, 000 | 283, 000 
Total deductions from capital_...-------- ‘i ebiculiaigie 26, 383, 85 31, 380, 000 28, , 783, 000 
Net capital at end of year_.-...------ schisms stain 2 15, 294, 401 . 19, 188, 401 | "18, 838, 401 
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The crop insurance programs are developed and analyzed in the Washington 
headquarters office and are administered in the field by 22 FCIC State or area 
offices. Sales and servicing of contracts at the county level is performed b 
private agents under contractual agreements with the Corporation, and by FCI 
employees hired on a temporary basis. Detailed program accounting and sta- 
tistical functions are performed by a branch office in Chicago. As of November 
30, 1956, the Corporation employed 513 full-time employees, 105 of whom were 
in Washington and the balance in the field, and 634 part-time employees, all in 
the field. 

Appropriated funds (operating expenses) 
Appnonneiet, BOOT so 22 oe a ELS . a a ee . . $6, 210, 000 
PURER MELEING: SBE via on adaw aspen ow Aeeetl= area RE 


Operating and administrative expenses 


Administrative 

expenses pay- 
Appropriation able from Total 
| premium 
} income 





Appropriation Act, 1957, and base for 1958_ - rao $6, 210. 000 | $2. 000. 000 $8, 210, 000 
Budget estimate, 1958___ 1. A oS 7, 300, 000 | 2, 000, 000 9, 300, 000 
Increase. ....... i ; i ogee +1, 090, 000 +1, 090, 000 


NorteE.—As explained in more detail below, the 1958 budget estimate includes $2,000,000 for operating and 
administrative expenses of the Corporation payable from premium income. For clarification and complete- 
ness, the following schedules and justification explain the total estimate of $9,300,000 required for adminis- 
r ative expenses, consisting of $7,300,000 direct appropriation and $2,000,000 payable from premium income. 


Summary of increases, 1958 


Increase in underwriting and actuarial analysis costs oe : | $45, 600 


Increase in contract sales and servicing costs_ + 826, 100 
Increase in crop inspections and loss adjustment costs___- : + 51, 600 
Increase for retirement costs pursuant to Public Law 854_______-_- +165, 700 


Project statement 


Increase 


1957 (esti- 1958 (esti- 
Project 1956 mated) Retire- mated) 
ment costs Other 
(F ublic 
Law 854) 


1, Underwriting and actuarial analysis $565,468 | $834, 000 +$29, 400 +$45,600 | $909, 000 
2. Contract sales and servicing 5, 306, 839 6, 785,000 | +110, 900 +826,100 | 7,722,000 
3. Crop inspections and loss adjustments- 559, 427 | 591,000 | +26, 400 +51, 600 | 669, 000 
Unobligated balance_- 31 | aed . Se 
Total retirement costs (Public Law 854 (+166, 700]/ [+10, 200] (176, 900] 

Total, available or estimate__. 6, 431,765 | 8,210,000 | +166,700 | +923,300 | 9, 300,000 


Deduct: Obligations payable from pre- | 


mium income___- 221,749 | 2,000, 000 : | 2,000, 000 


6, 210,000 | +166,700 | +923, 300 7, 300, 000 


Total, appropriation..__. 6, 210, 016 
Comparative transfer to “Salartes and | 
expenses, Office of Secretary of Agricul- 
ture’’.. pine en 4, 184 


Total, appropriation or estimate__. 6, 214, 200 


STATUS OF PROGRAM 


The Federal Crop Insurance Corporation is a wholly owned Government Cor- 
poration which furnishes all-risk crop insurance protection against unavoidable 
causes of loss. The program has been operating in selected counties since 1948 
on a limited experimental basis with major attention being given to the develop- 
ment of a sound program. Expansion of program activities has been on a re- 
stricted basis, consistent with sound insurance principles. 





ne eee ee ae ene al SLE a ease 
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1956 operating experience 


For the 1955 crop year there were 319,958 contracts in force, covering approxi- 
mately 357,000 farmers in 888 county programs. The total insured coverage on 
29 commodities was $310 million. The following table indicates the distribution 
of county participation in the 1955 program by crop and State. 


Number of 1955 crop insurance programs and counties 


Total 


To- | Cot- Multi-| Flax | Beans | Soy- Ba 
State Wheat|bacco/ ton | Corn] ple beans 
Pro- | Coun- 


grams| ties 















































Gn Wah enattceeectnecakscascontcensee a Eecaiwalcncunnadtinmedun leaned iceman 15 15 
Rss etna cn iatsnntettnwnnstconsnss[se nigel BD Bickendivcesncdlsonécelpccecndivexes 1 1 
ec nn eel neues ‘Shinactine Dh Bens Deeb dd beckass eee 12 12 
Ss. ee balstied madden anh oer OR ces © tadcsctiecuesasieaec eee ee 5 5 
i OF Batsces a. See a yeas 22 22 
i. ihcutdantientiencodbenateoccie ee eens ae Ae a ; singatire Eaoeaiolons 1 1 
a a i a a ool ll i alin vinta tla as cieeebinaa Eo taie aveunt aside tabi 17 17 
PT. <ccosclrcdeses Sarnenses tLe = eee cee oid eo 16 16 
Sid ceatacseuitatattiatiiales i NN a I ats Dene puliilelbabisitlh Rieetadiike Dditanid 15 15 
Tlinois_-__-... Cha annealed I Ein sitewide ia. 7 Se iatiatatcde aaa 1 34 30 
a ae es id 12 BiG ceadet ts desea 33 28 
Oe he eee ietearetbiiiamdaaee 23 | ll i ne “ 3 38 34 
Cee TE eee nn | nis meeedindpien OO iscan 6 ian : pone 77 73 
ee aySeea Oe fesxtceleneusufesencealsuvess depress nee 27 27 
RR Aaa dedi atin, atieisiplnpiannnt ceed scivdialed  Ltsées Sisson hs she nseeidbilimyie 10 10 
Maryland..__...... Reihesiuandhtdeubmnend Tl eetenniiliatedeenid D icheednsiduien ile sees 3 2 
IDS o cnmnitinndienntder eae hes edna el bead beleie ‘ S 1 1 
LA TLE LAE Bibiinniet sista ateirs 1 3 5 2 23 18 
 iatiiinnineoainnnamnaaenndh Be hina 16 11 29 5 69 48 
oe nt ea al < aa 19 Se I aaa 19 19 
LS iniiatlltnenth a. citincere salycauieda hus : 10 2 ied 32 25 
EE thease a daa ia ce ae icaaiiess acai deena a bomtoeni 18 18 
CE 1152 Down ncebibdedudadbhonn Be Schieanas Seiad 7 | es Ewin 39 36 
EE ee ee ates St. ee Bexesees. ae 5 5 
cena cemeresinnd eins pean iD hocetekh ts cie pict Bicuss Ch ee 5 5 
oo eee ee . 26 OB etees atti atch iie e 30 30 
IU onic cscanedeouetiiips Oe eh dell ognacae mae 9 13 66 53 
OD dance tcnkcabeobeskdos ells 23 3 walt 7 S Giceave 2 36 30 
Th ott nihnes ttm dbeenncnged | em 1 . vaesoweied 23 22 
Dt sbcGacedsecienasddaences Wile teen en kediies | 13 13 
oo SEE eee eee 5 Di apbios 1 Oss. SEA kee 9 7 
SELECTS ED, SO c 8 eek cere sae : 16 14 
eet eniat TD Dicisttendeil <abetin 5 9 fae nt 45 38 
IR titi wsruitnitedineansonaacornea 23 4 Re cacy nt, achat. 32 32 
nee 2. Cece tesa ree 24 ihe 44 39 
tk at tai iniona.. anmeetth alias TD Dsus sate 2 a | 4 4 
UT <i h nstntteth tliethiiateabemeainteh ese einen ash acttantddicdesabd team’ ica t etait 14 14 
IL ocunnastnceideshacs Ns s sia cttnsausctobeocectdaless Pas 13 12 
Ps a62ciwcersdguisengels[>scenattbiwenn awd leede S Riese  ceends & 1 1 
EL, hac cnketecudehddcemennugtclie nace Bil hice 6 Ri Mosadws indepen’ 9 8 
a an Fe pons ee ae aa toc cete a eee eae aot 6 4 

BU ccamctnelgbntindghateriatian 400 | 127 | 10 | 102 83 50 | 17 6 | 1 888 1794 

| 1 








1 Totals include 2 citrus counties. 


Indemnity payments of $25,506,667 exceeded premium income of $22,338,374 
by $3,168,293 for the 1955 crop year. Heaviest losses were paid in the Southwest 
area where the severe drought continued. The wheat program was responsible 
for the major portion of losses with indemnities exceeding premium income for 
os crop by $3.5 million. The heaviest wheat losses were paid in the following 

tates: 


CID SECS re oe. wekcaunennasd Het < coud. soueeem $5, 166, 000 
Neen ao Soesea tb sCeniercip renina ses aps cn rn bine 3, 140, 000 
a ig oe ca i aE Nee boris alee Sot 3, 012, 000 
ee eee ee oe oe Fee, Ra ik woken eoncacece 1, 864, 000 


Because of the continued adverse weather conditions in this area, many farmers 
undoubtedly would have been unable to continue their operations without the 
protection afforded by the crop-insurance program. Even though the payment 
of extensive indemnities has had an adverse effect on the financial condition of 
the Corporation, the program is fulfilling its objective of furnishing financial 
protection to farmers who lose their crops because of conditions beyond their con- 
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trol. Of the $25.5 million paid in indemnities to farmers who were in the greatest 
need of assistance, in excess of $22 million was derived from premium income paid 
by farmers for this plan of protection. Based on average growing conditions, it is 
anticipated that future premium income will offset the deficits which occur in 
years when losses are abnormal because of various catastrophes. Premium in- 
come exceeded indemnities in 1955 for the bean, citrus, cotton, flax, soybean, and 
tobacco programs. 


Scope of program 


The following table indicates the planned level of crop insurance operations for 
the 1957 and 1958 crop years as compared to 1956: 





1956 crop 1957 crop 1958 crop 





year year year 

Number of geanty poceramne scien thei cilapetetaene dialled led T Os : 948 1, 000 1, 050 
Number of commodities insured. -..................-.-.-..-.-- 22 22 22 
Number of contracts in force.__..............-.----- cian dacbete 324, 949 410, 000 450, 000 
Number of farmers insured --............-.-..-- ecaaninenataonal 366, 000 459, 100 505, 500 
in ss a enabeoetenueees thousands _- $306, 742 $401, 000 $443, 000 
ti el eRe erie OM, ot $22, 174 $28, 333 $31, 164 
ah oe lk Sci edindie cn manaanamnauien do-. $28, 308 $25, 500 $28, 048 
BN ict ciiniactshais nensnsnnies dinner entradas cleniiihedeibibia adn idaeaane 1. 28 0. 90 0. 90 


Entrance of private insurance companies in the field of all-risk crop insurance 


Private insurance organizations have continually evidenced a keen interest in 
the Corporation’s administration of the all-risk crop insurance program. The 
Corporation has always cooperated to the fullest possible extent in furnishing 
information on its operations to commercial insurance organizations. 

In 1956, the Crop Hail Insurance Actuarial Association offered all-risk insur- 
ance, similar to the coverage provided by the Federal Crop Insurance Corporation 
in selected counties in five Sibeestemn States (Indiana, Illinois, Nebraska, Iowa, 
and Minnesota). The coverage was written in conjunction with hail insurance 

rovided by that company and was applicable to corn and soybean crops. To- 

acco insurance was also offered on the same basis in several counties in Kentucky 
and Tennessee. The fact that private companies are now becoming interested in 
writing all-risk insurance indicates that progress has been made toward the 
development of a sound program of crop-insurance protection, which is the ulti- 
mate objective of the Corporation. 


Development of new programs 


From an insurance standpoint the experience gained to date in the development 
of an all-risk corp-insurance program is very limited. Since this type of a program 
is without precedent, extensive experimentation will be necessary before rates and 
coverages are completely refined and an ideal type of insurance protection is 
developed to meet all of the farmers’ needs. Consequently, the Corporation is 
continually analyzing its operations to achieve this objective. 

1. Citrus insurance.—As a result of strong interest on the part of growers, a 
citrus insurance program was initiated in 1951. The program was first offered 
in selected areas in Polk County, Fla., and since then has been gradually extended 
to cover both Polk and Orange Counties. After 5 years of operation, the experi- 
ence from an underwriting standpoint, has been very favorable. Premium income 
during that period amounted to $399,000, with only $6,000 paid in indemnities. 
Based on experience accumulated during that period, the Corporation met with 
representatives of the citrus growers in that area and completely reviewed the 
provisions of the citrus policy. As a result of these discussions, the citrus policy 
was extensively revised in order to provide a type of protection that would be 
more suitable to the needs of the growers. Experience obtained in this experi- 
ment will provide necessary operating data to permit the Corporation to eventually 
extend this type of insurance protection to other citrus areas in the Nation. 

2. Peach insurance.—As a result of the severe damage, the late freeze and frost 
inflicted on large areas of commercial peach orchards in the Southeastern States, 
in the spring of 1955, intense interest in the development of a peach-insurance 
program has developed. After several meetings with representatives of the 
peach growers, the Corporation developed a peach-insurance policy. The pro- 
gram will be offered in 1 North Carolina county and 1 South Carolina county on 
a very limited experimental basis for the 1957 crop vear. 
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3. Combination coverage.—In past years crops were insured on an individual 
basis with separate contracts being written for each crop insured. An exception 
to this was the multiple-crop program under which several crops could be insured 
under one contract. The original multiple-crop contract provided joint coverage 
on all crops insured and thé insured was not eligible for an indemnity unless the 
total production of all crops insured was less than the total coverage. Several 
years of operation on this basis has indicated that a more flexible type of contract 
would be desirable. 

The Corporation is now in the process of developing a standard policy under 
which one or more crops can be insured with losses adjusted separately for each 
insured crop. Development of this type of policy not only will permit economies 
in the administration of the program but also will be better adapted to the farmers’ 
needs, especially in those areas where diversified production exists. 

4. Barley and soybean insurance.—In 1955 a soybean insurance program was 
initiated on a very limited scale. The program was expanded in 1956 and as 
experience warrants, insurance coverage on this crop will continue to be increased. 
Likewise, a barley program was started in 1956 and the gradual expansion of 
coverage on this crop is anticipated. 


Program operating statistics 


There follows statistical data by commodities for the past 5 crop years. The 
data on the 1956 crop year are estimated. 














BARLEY 
} 
Crop year 
Item Acie 3. pfb ie ‘ 
1952 1953 1954 1955 | 1956 
‘ Bay 
Number of States_____- satin (‘) (1) (1) 0) 6 
Number of counties-- -- vse ae ee ae O | -® 9 
Number of contracts.__..- " (1) (1) | (1) ) 1, 605 
Percentage of eligible farmers insured _. } (4) | () () | () | 18 
Insurance coverage “ -- thousands) (1) (!) O. pie J $1, 294 
Number of indemnities- _ _-- do (1) 3) (1) | (1) | 170 
Premiums. ---- Leeubos ose. do Cp 604} Avi SD lal Ma ah noe a $102 
Ienlemnities.....-....-....--.- pits Sette Sane (1) } @) | (1) | (1) $41 
Surplus or deficit (-)- pica ad do (1) 1) | (1) | (1) $61 
SS eee Ted adh tana Gi ASANTE, ONT (1) 0. 40 
| ' 
BEAN 
| | 
Number of States Secucanieeend-elaruaaien ‘ 8 } 6 7 6 
Number of counties- - - - -- diese, -s i 30 | 30 | 24 7 16 
Number of contracts. ___--- » icckbnurdl 9,014 , 390 6, 352 4, 229 3, 776 
Percentage of eligible farmers insured.- 30 oS 39 34 30 | 27 
Insurance coverage eed ~ thous: inds $3, 173 $4,087 | $3,128 2, 035 $1, 868 
Number of indemnities___.-- Sigvaes ; 622 | 645 1, 240 336 | 422 
Premiums. ..---- wows + thousands- -| $198 | $250 | $182 $135 $122 
Indemnities__.....-.---.- ate as do $110 | $142 | $291 $89 | $115 
Surplus or deficit Pe cn tinsedeasnskepen ay $X8 $88 —$109 $46 | $7 
MOEN ANU ttist. 00s 1024. .cus +. -..dseses. 0.55| 0.62] 1.60 0. 66 | 0.94 
| 
CITRUS 
Number of States._-_-.--- . | 1 | 1 | 1 | 1 1 
Number of counties - - -- - - 1 | 1 2 | 2 | 2 
Number of contracts 202 | 218 | 394 | 324 | 345 
Percentage of eligible farmers insured | 12 | 13 | 14 11 | 12 
Insurance coverage : thousands. - | $804 | $901 | $1, 586 $1, 414 | $1, 529 
Number of indemnities 1 | 9 10 
Premiums : thousands $56 $63 | $105 | $94 $107 
Indemnities _- do.._.| $2}... $3 $7 
Surplus or deficit (+). ‘ ‘ . do-_.- $54 $63 $105 | $91 $100 
EOOR GRIND... «nnn tadissere im saniniias 0. 04 | aliad | a 0. 33 0. 07 





1 No program until 1956. 
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CORN 
Crop year 
Item poorer ee ee a ee 
} | 
192 | 1953 | 1954 
Tf ee ee) ee. Seeneeet 14 13 13 
Number of counties_--..........-.- i 99 108 | 99 
Number of contracts.__.._._. ee ites) at 38, 598 40,429 | 32,673 | 
Percentage of eligible farmers insured 15 16 | 14 | 
Imsurance coverage ........--- ....thousands_.| $31, 284 $37,302 | $29, 433 
Number of indemnities___. me ; 1, 259 1, 117 2, 348 | 
Premiums. .....- thousands $1, 350 $1, 663 $1, 378 
Indemnities ‘ ee se o 04 $339 $278 | $766 
Surplus or deficit (—)_.... _.do....) $1,011 $1, 385 $612 
Loss ratio - - - Ole Miia ah ask ew dade 0. 25 0.17 0. 56 
COTTON 
Number of States 12 | 12 | 12 
Number of counties 98 | 109 101 | 
Number of contracts 38,086 | 38,434 | 24,196 
Percentage of eligible farmers insured 16 2% 15 
Insurance coverage thousands $38, 007 $47, 190 $28, 395 
Number of indemnities 3, 629 | { 3, 870 
Premiums thousands $2, 079 | $1, 494 
Indemnities do $922 | $839 | 
Surplus or deficit (—) do $1, 157 | $655 
Loss ratio 4 0. 44 1.05 | 0. 56 
' 
FLAX 
| | 
Number of States i > a soueal 4 | 4 | t 
Number of counties | 59 | 53 | 53 
mupeniner CF GOIN S oie bot 6 di ise -necp pubic | 18,257 | 23,433 | 23, 451 
Percentage of eligible farmers insured ase i 28 | 54 | 53 
Insurance coverage ind thousands $6, 195 $8, 928 $8, 57. 
Number of indemnities- - - - wid Cilia 1, 747 | 3, 754 | 4,115 
Premiums thousands $512 | $824 $939 
Indemuities iG _.do___-| $407 $786 | $719 
Surplus or deficit (—) pana $105 $38 | $220 
Loss ratio | 0. 79 0.95 | 0. 77 
| | 1 
MULTIPLE CROPS 
| 
Number of States | 32 | 27 22 
Number of counties 118 113 96 
Number of contracts 42, 709 50,217 | 41,042 
Percentage of eligible farmers insured re} 23 | 22 
Insurance coverage thousands $68, 849 $83, 487 $68, 573 
Number of indemnities_- 9, 867 &, 781 10, 377 
Premiums... thousands $3,020 | $3,862 $3, 210 
Indemnities__ do $7, 048 $3, 502 $4, 824 
Surplus or deficit (—) -- do-.- —$4 028 $360 | —$1, 614 
Loss ratio- 2.33 | .91 1,50 | 
' | 
SOYBEANS 
| | 
Number of States.............- | () | (2) | (2) 
UR Ar OO ee oa (2) | (2) 2) 
Number of contracts naoees | (2) | () 2) 
Percentage of eligible farmers insured_- Fn aks (2) (?) ) 
Insurance coverage. .....-- thousands- -| (?) (?) *) 
Number of indemnities..._____- : siaus oh (2) | (2) (2) 
Premiums 5 thousands_ | (2) | (2) | (2) 
Indemnities : do... (2) () (2) 
Surplus or deficit (—) do (2) | () | (2) 
Loss ratio. “ 2) (2) 2 








2 No program until 1955. 








1955 1956 
13 | 13 
102 | 113 
30, 820 | 41, 710 
3 | 17 
$27, 164 $41, 037 
| 6, B15 | 17, 718 
| $1,366 | $2, 728 
$2, 011 4 $9, 348 
| $645 —$6, 620 
1. 47 3.43 
12 | 12 
101 116 
19, 319 29, 975 
13 16 
$23,718 | $29,871 
2,107 | 5,174 
$1, 250 $1,678 
$1, 055 $1, 213 
$195 $465 
0. 84 0.72 
4) 3 
5O 4 42 
20, 012 | 17, 256 
46 44 
$6, O11 || $5, 566 
2, 875 | 2,025 
$704 S648 
$545 $370 
$159 $278 
0.77 0. 57 
23 20 
83 | 101 
82, 652 35, 260 
22 | 20 
$51,323 | $51,718 
7, 888 9, 809 
$2, 827 $3, 253 
$4, 024 $4, 057 
$1, 197 —$804 
1.42 25 
3 4 
6 7 
1, 091 1, 560 
12 14 
$455 $687 
183 | 243 
$28 | $45 
$20 $36 
$8 | F $e 
0. 71 0. 80 
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TOBACCO 


Item 

















I Ne on nadocneecnsue 

Number of counties... ...................- 
Number of contracts 5 80, 796 
Percentage of eligible farmers insured................ 31 34 30 30 28 
Insurance coverage_-..............--- thousands..| $52,482 | $68,355 | $70,634 | $72, 482 $59, 113 
Number of indemnities__..........................-. 8, 090 24, 842 12, 047 5, 481 5, 162 
BERANE SE EE thousands. $1, 543 $2, 027 $2, 364 $2, 722 $2, 146 
AE on tt oe iso wc ctnapooectt do... $1, 213 $3, 853 $2, 107 $1, 078 $787 
— SS RS ee: OS do... $330 | —$1, 826 $257 $1, 644 $1, 379 
Pbclibthavscdkbedtecdnndebtntnccondcobheunedes 0. 79 1.90 0. 89 0. 40 0. 36 

WHEAT 
SB cal 24 24 24 24 22 
rt ds. obubasnanone 390 405 402 400 389 
OU Ge OOD ti. cant ubalececscncuicbans 118,847 | 142,818 | 135,697 | 124, 757 112, 576 
Percentage of eligible farmers insured._......._.____- 23 29 29 27 26 
BO I  cidiginudtbinntnccceue thousands__| $149, 422 | $187, 264 | $144,027 | $125, 245 $114, 059 
Number of indemnities_._.............------- 17, 728 34, 740 30, 609 26, 953 24, 777 
Premiums...............................thousands__| $12,441 | $16,073 | $12.983 | $13,212 $11, 325 
OS i aS RR) * SS do....| $10, 568 $20, 033 $18, 485 $16, 681 $12, 334 
Surplus or deficit “7 iancacndhbieancadediel do....| $1,873 | —$3,960 | —$5,502 | —$3,469 | —$1,009 
Eee ratio.........- Lala: ti sisi SUR ein enn andes cblibacaael 0. 85 1. 25 1.42 1. 26 1.09 
SUMMARY 

I awh Mcinnmnbnane 43 43 42 41 39 
Number of counties _ _-. st seeihicnmmnel 877 922 RR4 888 948 


woah ities a 340, 6°6 | 406,630 | 346,887] 319,958 | 324,949 
_-thousands..| $350, 216 | $437,514 | $354,351 | $309,847 | $306, 742 


Number of contracts_- 
Insurance coverage- - 





Number of indemnities_....-.-.--.------------------ 42, 943 79, 290 64, 606 52, 147 65, 510 
Premiums__..................-.........-thousands..| $21,199 | $27,094 | $22,655 | $22,338 $22, 174 
NT on casa nonadnbne bodman do....| $20, 609 $31, 054 $23, 031 $25, 506 $23, 308 

Gepaes or Gemelt (—)...... i ecececncntss Resa $590 | —$3, 960 | —$5,376 | —$3,168 | —$6, 134 
I SB behind oleh ocmnnnietheascmaalibintannnd 0. 97 1.15 1. 24 1.14 1.28 


Mr. Wuirten. We will be glad to have your general statement, 
Mr. McLain. 
Mr. McLarn. All right. It is very brief. 
I think it would be well to summarize before we have the detailed 
questioning. 
GENERAL STATEMENT 


We appreciate this opportunity to appear before this committee 
and discuss the progress being made by the Federal Crop Insurance 
Corporation toward developing a sound system of crop insurance. 

Before I begin with my statement, I would like to mention that 
this is the first time Mr. McCartney has appeared before this com- 
mittee. He was appointed manager of the Federal Crop Insurance 
Corporation in June of 1956, and brings with him from the commercial 
field of insurance a wealth of practical experience which will be of 
great benefit, we think, to the Corporation. We are indeed fortunate 
to have Mr. McCartney with us. 

The 1956 crop year completed the ninth year the Federal Crop 
Insurance Corporation has administered an all-risk crop-insurance 
program on a limited experimental basis under legislation passed by 
the Congress in 1947. During this same period, the prolonged 
drought, which originally began in 1950, has continued to expand and 
become more severe. 





led 


tee 
nce 
1ce. 
hat 
ym- 
nce 
cial 
» of 
ate 


rop 
nce 


ged 
and 


1095 


It is rather interesting to conjecture what the current status of the 
crop-insurance program would be if during the past several years we 
had not been confronted with the many and serious problems resulting 
from the drought. 

Undoubtedly our operating statement would present a much better 
picture. Certainly expansion of the program would have been at a 
more accelerated rate. Because of the risk resulting from the present 
drought cycle, we have found it necessary to al oe operations in 
the area where the damage has been most severe. When the Congress 
placed the program on a limited experimental basis beginning with 
the 1948 crop year, it emphasized the development of a sound program. 

Notwithstanding the adverse effects the drought has had on the 
Corporation’s overall operations, there are many instances which 
indicate the feasibility of the eventual development of a sound 
system of all-risk crop insurance: 

Take, for example, the flax program. Since 1948, premiums have 
exceeded indemnities each and every year, with total premium income 
of $7 million exceeding indemnities of $4.6 million by $2.4 miilion. 

Tobacco is another program in which our operations have been 
most satisfactory and exemplifies the manner in which insurance 
should operate. During the period 1948-56, indemnities exceeded 

remium income only once—in 1953 when heavy losses were caused 
y drought. During this period, 1948-56, premium income of $15.3 
million exceeded indemnities of $11.4 million by $3.9 million. 

On a State basis, we have Montana where the wheat premiums of 
$18.7 million during the years 1948-56 exceeded indemnities of $9.1 
million by $9.6 million. 

Likewise, in North Dakota where we paid wheat indemnities of $5 
million in 1953 and $7.5 million in 1954, premiums earned since 1947 
exceed indemnities by about $1 million. 

Although that part of the cotton program conducted in Arizona, 
Louisiana, and New Mexico has been on a limited scale, cotton pre- 
miums of $2.4 million have exceeded indemnities of $1 million by $1.4 
million. 

1956 OPERATING EXPERIENCE 


Based on the latest estimates received from the field since the 
budget was printed, 1956 crop year indemnities of $28 million exceeded 
premium income of $22.2 million by $5.8 million. The overall loss 
ratio was 1.26. The largest net loss, $6.4 million, was on corn damaged 
by the drought, mainly in Nebraska, lowa, South Dakota, Kansas, 
and Missouri. Indemnities exceeded premium income by about $1 
million each on wheat and multiple crops. Drought was also the 
pencipel cause of loss on these crops. All other crops operated in the 

lack for 1956. 

The seriousness of the adverse effect the drought had on the 
Corporation’s 1956 operating experience is more evident when con- 
sideration is given to the net loss experienced in the States where the 
damage was most extensive: 


Oa ibs 60% Sih bin didn Ets b stb - a RM AKI debs es a odd $2, 725, 905 
RE A ETT FRE AEE SIL OS EE SN, Ty 1, 499, 019 
ne a on meee peace ee a eae 1, 111, 208 
OS EAE ea nn RR ee a ee acts AE Reta eas eae 3, 933, 697 
South Dakota__________-- ly ca Ie JUL. QA, JEL a 1, 963, 588 
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The very unfavorable experience in these five States was of course 
the primary factor which caused the overall program to operate at a 
loss in 1956, despite action which has been taken by the Corporation 
to limit its liability in areas subject to abnormal risk because of 
drought. Had it not been for the loss in these States the Corporation’s 
overall experience for 1956 would have reflected a surplus of $5.4 
million rather than a deficit of $5.8 million. 


PROGRAM PLANS FOR 1958 


The 1958 budget estimate provides for a slight expansion of program 
operations. For the 1958 erop year, an increase of 50 county programs 
and 40,000 contracts is antic ipated. 

The experience on soybeans and barley during the very short period 
these programs have been in effect has been very satisfactory. We 
plan to expand the scope of these programs as rapidly as the accumula- 
tion of actuarial data will permit. 

We have now operated a citrus program in Florida on a very limited 
experimental basis for 6 years. We feel the program has been quite 
successful and that very valuable experience in this phase of insurance 
has been gained. Negotiations are now being conducted for the addi- 
tion of a few Cahfornia counties in this same program. If satisfactory 
arrangements can be worked out, the citrus program will be extended 
in 1958. 

An experimental peach program was started in Spartanburg County, 
S. C., where insurance was offered to cover the 1957 peach crop. 
This insurance is written under an annual contract. It is yet too 
early to predict the outcome of this experiment, but if it is successful 
the peach program will be gradually expanded to a few more counties. 

Grain sorghums are being raised over a much wider area in the 
Southwestern States. For several years the Corporation has con- 
templated the inclusion of this crop in its program. Preliminary work 
is HoW bemg done on the accumulation of actuarial data with regard 
to production, risk, etc. It is now contemplated that beginning with 
the 1958 crop year grain sorghums will be msured on a limited experi- 
mental basis, with ‘the program being gradually expanded thereafter 
as experience warrants. 

In addition to experimenting with new crops, the Corporation also 
is continuing its analysis and revision of established programs im order 
to develop plans of insurance best suited to the farmers’ needs. The 
multiple crop program which was started.in 1948 has been improved. 
Originally, under this plan of insurance the farmer insured several 
crops for a very low premium rate. 

However, indemnities were based on the combined production from 
all crops. Despite the low cost of protection this plan did not hold 
favor with the farmer since he might have one crop completely de- 
stroyed and still not be eligible to collect a loss. A modified plan of 
this type of insurance has now been developed under which the 
farmer may insure several crops with premiums and indemnities being 
computed on a separate crop basis. This type of insurance is most 
popular in States where agricultural production is varied. 

It is quite necessary for the Corporation to develop programs that 
will provide premium income from areas outside the major wheat- 
producing areas. Since the major portion of coverage, about 35 per- 
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cent, is now in the wheat program, expansion in other crops and areas 
will provide a better distribution of risk which is essential to the 
development of a sound program. 


REVIEW OF LOSS EXPERIENCE 


The committee has been furnished with a set of charts showing the 
Corporation’s premium income and loss experience for the past several 
years. With your permission I would like to have Mr. Fretts at this 
time give a brief summary of the information contained in the charts, 
after which we will be very glad to answer any questions the com- 
mittee might have. 

Mr. Wuirten. That will be fine. 

(The charts referred to are as follows:) 
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Federal Crop Insurance Corporation 
Crop Years 1948-1956 
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Mr. Frerts. If you will turn to the first chart, the upper portion 
of it, headed ‘‘Loss Ratio’’ I believe the two right-hand columns are the 
most significant. The next-to-the-right-hand column reflects the 
the experience for the 1956 crop year. In going down that column 
you will note that the loss ratio for wheat is 1.09. That means we 
paid out $1.09 in indemnity for each premium dollar earned. In the 
case of cotton the ratio is 0.72. For multiple crops, 1.25. Tobacco, 
0.36; corn, which as Mr. McLain just pointed out, is the program 
under which we suffered the heaviest losses in 1956, 3.43. Flax is 
0.57; beans, 0.93; citrus, 0.07; soybean, 0.80; barley, 0.40, and for all 
programs, 1.28. 

I might mention at this point that the figures on which this chart 
is prepared were as of the end of last November. 

There has been some improvement in a more recent estimate from 
the field, which brings the overall loss ratio down to 1.26 for the 1956 
crop year, 

The right column, which is headed up 1948-56, represents our 
cumulative experience for the 9-year period. You will note in the 
case of wheat the loss ratio is 1.09; cotton, 1.07; multiple erop, 1.43; 
tobacco, 0.75; corn, 1.23; flax, 0.66; beans, 1.24; citrus, 0.03; soybeans, 
0.78; barley, 0.40; all programs, 1.10. 

Now, in terms of figures shown just below the loss-ratio table, our 
cumulative premiums for the 9-year period have been $173.1 million. 
Our total indemnities for the same period have amounted to 
$190,000,000. 

Mr. ANDERSEN. Mr. Fretts, does that term “‘premiums’’ include 
the commission paid to the agents? 

Mr. Fretts. No; it does not. 

Mr. AnprERSEN. This is the net, in other words, which offsets the 
indemnities. 

Mr. Frerts. The 173 million is the gross premiums earned. 

Mr. Anpprseyv. Gross premiums earned? 

Mr. Frerts. \es; earned. And the 190 million is the total indem- 
nities paid. 

Mr. Anperson. I am trying to get now what is embodied in that 
figure of 173.1 million known as premiums. 

Mr. Frerts. That is what we collect from the insured, that is what 
they contribute to the program. 

Mr. Anperson. How much do the various agents throughout the 
Nation get for their various services? 

Mr. Frerts. That is not reflected in either of those figures, Mr. 
Congressman. It is based on the compensation provided under our 
agreement with the agents, which amounts to $4 a contract plus 5 
percent of the premium earned in the case of carryover business, and 
$4 plus 10 percent of the premium earned on new business. 

Mr. Wurrren. You haven’t deducted from the gross figure the 
commissions you paid. Could you provide the net figure? 

Mr. Anperson. The commissions to the agents come out of our 
direct appropriations; is that it? 

Mr. Frerts. For the most part. We do have authority to pay a 
certain amount out of the premium income in addition to the amount 
that is appropriated. These figures represent the gross; there is 
nothing taken out for commissions. 

Now, at the bottom of the same chart, we show our cumulative 
experience by amounts for the 9-year period. In the case of barley 
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our premiums to date have amounted to $100,000, our indemnities 
$40,000. We just started insuring barley last year, so that represents 
just 1956 experience. 

Soybeans, our cumulative premiums are $70,000, and our cumula- 
tive indemnities, $60,000. That represents experience in just a very 
few counties for 1955 and 1956 

Citrus, our premiums amounted to $510,000, our losses $10,000. 

Beans, premiums, $1,300,000; indemnities, $1,600,000. 

Flax, premiums, $7,000,000; indemnities, $4,600,000. 

Corn, premiums, $11,300,000; indemnities, $16,400,000. 

Tobacco, premiums, $15,300,000; indemnities, $11,500,000. 

Multiple-crop premiums, $19,500,000; indemnities, $27,900,000. 

Cotton, premiums, $16,300,000; indemnities, $17,600,000. 

Wheat, premiums, $101,700,000; indemnities, $110,300,000. 

Now, if you will notice going across the bottom of the chart, as far 
as programs are concerned we have 5 that show a surplus and 5 that 
show a deficit. In other words, barley, soybeans, citrus, flax, and 
tobacco programs show a surplus, the other five show deficits. 

Mr. AnprerRsEN. Mr. Chairman, I would like to ask a question at 
that point, if 1 may. 

Mr. Wuirten. Yes. 


FLAX PREMIUM RATES AND COVERAGE 


Mr. ANDERSEN. Mr. Fretts, take flax, for an example, in reference 
to your last remark, you have collected $7 million in premiums from 
flax and you have paid out $4,600,000, is that correct? 

Mr. Frerts. That is correct. 

Mr. ANDERSEN. Now, is it your intention to operate this on the 
basis of crops alone? Let me enlarge upon my question: Why do 
you not in the case of flax make the indemnities a little bit more 
liberal so as to gradually approach the figure that you have in the 
premiums collected on that crop? 

Mr. Frertrs. Well, if our experience continues in the future as it 
has in the past that certainly will occur, Mr. Andersen. 

Mr. McLain. It would be a lesser premium; wouldn’t it? 

Mr. Frerrs. Lower premiums; yes. We wouldn’t increase the 
coverage. 

Mr. ANDERSEN. There is considerable discussion in my area which 
is a big flax-producing area to the effect that the premiums are really 
a little too high for the coverage which you are offering. And I see 
from flax here you could increase the coverage by one-half and then 
have a balance sheet, about 7 million each. 

Mr. Frerrs. As Mr. McLain pointed out, we wouldn’t increase the 
coverage; it would be through a reduction in rates. As you know, our 
legislation requires that we operate in a manner so that our rates 
will be sufficient to cover indemnities and provide a reasonable reserve 
for unforeseen losses. 

Mr. AnperseEN. Is that per crop? That is the point I am trying 
to get. Do you gage that per crop? 

Mr. Frerrs. By crop and in total. 

Mr. Anpersen. Yes. But the thing I want to make clear here is 
that the favorable record shown on flax, for example, is not used to 
balance out some other crop; is it? 
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Mr. Frerts. No; it is not. 

Mr. Anvrersen. I think that is only fair to do it the way that 
as suggest, then, let each crop take care of itself and have an actuarial 

istory of its own. 

Mr. Frerrs. We work the experience into the rates by crops. 

Mr. ANDERSEN. One further question on the flax: When can we 
anticipate a lowering of that premium? Are there prospects that 
you are going to lower the premiums? 

Mr. Frerrs. I would say “Yes,” if experience continues favorable. 
We would be only too pleased if all the programs showed the same 
ag record as we have with flax. 

r. ANDERSEN. Thank you, Mr. Chairman. 


SUMMARY OF EXPERIENCE BY YEARS 


Mr. Frerts. Now, if you will turn to chart 2 on the left-hand side 
we summarize again all the programs by crop years. Again you will 
note total premiums are approximately $173 million, and total indem- 
nities $190 million. 

Then, across the bottom of the chart you will note the crop years 
are shown. The two right-hand bars are the most significant showing 
the experience for 1956 crop year. 

You will note total premiums, the black column, of $22,181,000, and 
total indemnities of $28,308,000. As I mentioned previously some 
improvement in our earlier estimate reduced the $28,300,000 to about 
$28 million. 

Going across the bottom of the chart you will observe that for 
3 years we operated at a surplus and 6 years show a deficit. The 
1948, 1950, and 1952 crop years show a surplus. 


WHEAT EXPERIENCE 


Wheat experience is shown on the second chart. 

Premiums amounted to $101,665,000. Indemnities totaled $110,- 
339,000, resulting in a loss ratio of 1.09. The two right-hand bars at 
the bottom of the chart reflect the 1956 crop-year experience. For 
that year premiums amounted to $11,325,000 and indemnities 
amounted to $12,334,000. The chart shows that for the 9-year period 
the wheat program operated at a surplus for 1948, 1950, and 1952 crop 
years, whereas for the remainder of the years the program operated 
at a deficit. 

CORN EXPERIENCE 


The corn experience is shown on the third chart. 

Premiums amounted to $11,311,000 while indemnities totaled $16,- 
389,000. This resulted in a loss ratio of 1.23 for the 9-year period. 
The two right-hand bars of the chart reflect the experience for the 
1956 crop year. For that year the corn premiums amounted to $2,- 
728,000 while indemnities aggregated $9,348,000. The unfavorable 
experience for corn resulted primarily from severe losses due to 
drought, principally in the States of Nebraska, Iowa, Missouri, South 
Dakota, and Kansas. The experience for the 9-year period shows 
that for 5 of those years, 1948, 1949, 1952, 1953, and 1954, the pro- 
gram operated at a surplus, whereas for the remainder of the years a 
deficit is shown. 
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MULTIPLE CROP EXPERIENCE 


Chart 3 also shows the experience for the multiple-crop program. 
Premiums amounted to $19,543,000. Indemnities totaled $27,887,000 
resulting in a loss ratio of 1.43. 

The two bars at the right of the chart reflect the multiple-crop 
experience for the 1956 crop year. 

Premiums amounted to $3,253,000. Indemnities totaled $4,057,000. 
For the 9-year period covered by the chart, 4 years, 1948, 1949, 1950, 
and 1953, show a surplus, whereas for the remainder of the period the 
program operated at a deficit. 


COTTON EXPERIENCE 


Chart 4 shows the cotton experience. 

Premiums for the 9-year period amounted to $16,350,000. In- 
demnities totaled $17,556,000. This resulted in a loss ratio of 1.07. 
The two bars at the right of the chart reflect the cotton experience 
for the 1956 crop year. Premiums amounted to $1,678,000, while 
indemnities totaled $1,213,000. This program operated at a surplus 
for 6 years of the 9-year period. 1948, 1951, 1952, 1954, 1955, and 
1956 crop years show a surplus; the other 3 years reflect a deficit. 


TOBACCO EXPERIENCE 


Tobacco experience is also shown on chart 4. 

Premiums for the 9-year period amounted to $15,260,000. In- 
demnities amounted to $11,479,000, resulting in a loss ratio of 0.75. 
The two bars at the right of the chart reflect the tobacco experience 
for the 1956 crop year. Premiums totaled $2,171,000, while indem- 
nities amounted to $788,000. This program operated at a surplus 
for 8 years of the 9-year period. In only 1 crop year, 1953, did the 
indemnities exceed premiums. 


BEAN EXPERIENCE 


The bean experience is reflected on chart 5. 

For the 9-year period, premiums amounted to $1,288,000, and 
indemnities totaled $1,603,000, resulting in a loss ratio of 1.24. The 
two bars at the right of the chart show the experience for the 1956 
crop year. Premiums totaled $123,000 and indemnities amounted to 
$115,000. For six of the crop years the program operated at a sur- 
plus. These years include 1948, 1949, 1952, 1953, 1955, and 1956. 
For the remaining 3 years the program operated at a deficit. 


FLAX EXPERIENCE 


The flax experience is also reflected on chart 5. 

Premiums amounted to $7,005,000. Indemnities totaled $4,596,000, 
resulting in a loss ratio of 0.66. Two bars at the right of the chart 
reflect the flax experience for the 1956 crop year. The premiums for 
that year totaled $647,000, while indemnities amounted to $370,000. 
The program resulted in a surplus for every year of the 9-year period. 
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BARLEY EXPERIENCE 


The barley experience is shown on chart 6. This program was 
started during the 1956 crop year on a limited basis in nine counties. 
Premiums amounted to $102,000. Indemnities totaled $41,000, re- 
sulting in a loss ratio of 0.40. 


SOYBEAN EXPERIENCE 


The soybean experience is also reflected on chart 6. 

This program has been in operation for 2 crop-years. Premiums 
amounted to $73,000 and indemnities totaled $57,000, resulting in a 
loss ratio of 0.78. The two right-hand bars on the chart reflect the 
the 1956 crop-year experience, ‘during which insurance was offered in 
seven counties. Premiums amounted to $45,000, and indemnities 
totaled $36,000. The program shows a surplus for each of the 2 years 
it has been in operation. 


CITRUS EXPERIENCE 


The experience for citrus is also shown on chart 6. 

This program has been in operation since 1951. For the 6-year 
period premiums totaled $506,000 and indemnities amounted to 
$13,000. This resulted in a loss ratio of 0.03. The 1956 experience is 
reflected on the two bars shown on the right of the chart. Premiums 
amounted to $107,000, while indemnities totaled $7,000. The program 
shows a surplus for each of the 6 years it has been operation. 


FEDERAL INCOME TAXES ON INDEMNITIES 


Mr. ANDERSEN. One more question, Mr. Fretts, at this point. 

Mr. Frerts. Yes, sir. 

Mr. ANDERSEN. Have you made an estimate of how much goes back 
to the United States Government in the form of income tax out of the 
$12,334,000 indemnities paid on wheat? 

Mr. Fretts. No, we have not. 

Mr. ANDERSEN. Would there be any way to make an estimate of it? 

Mr. Frerrs. It would be extremely difficult, because it would 
depend on what other income the various insureds received. 

Mr. AnpEerRsEN. I would just make a halfway educated guess to 
the effect that it would be at least 10 percent. 

Mr. McLain. Most of these areas are in pretty bad shape. 

Mr. AnprERSEN. That is why I would cut the 20 percent, which is, 
after all, the smallest income tax collection on any person, about 20, 
is it not? 

Mr. McLain. That is correct. 

Mr. ANDERSEN. Cut that in half you probably have a million dollar 
yield which should really be deducted from the cost of the program. 

Mr. Frerts. Some of it would go back in the form of taxes, no 
doubt. 

Mr. ANpeRSEN. You could bring this point out and show that that 
really does not represent less to the taxpayer in the final analysis. 

Mr. Frerts. Not entirely. 

Mr. ANDERSEN. I recall a good many years ago how many millions 
of dollars we used to throw into these regions which were dried out 
on account of some disaster or other, hailstorms, and the Government 
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would get in there and spend money anyhow if we didn’t have any 
program. 

Mr. McLain. We are still doing it. 

Mr. ANDERSEN. That is correct. 


CROP INSURANCE IN HIGH RISK AREAS 


Mr. Wuirtren. Have you folks pulled out of the drought area. 

Mr. Frertts. Not entirely. 

Mr. Warrten. I would like for the record to show the areas you 
pulled out of and how much money the Federal Government has been 
putting in there. It leads me to the thought that you would handle 
it more economically if you had continued with crop insurance. The 
only reason perhaps to not try it with crop insurance is that. it is an 
experimental type program and it would be rather unfair to continue 
to make payments through this procedure in one area and have 
nothing in another area. I can see that. But it does raise the ques- 
tion as to whether to meet this overall problem in the future we 
shouldn’t try to do it through crop insurance, where at least they pay 
something toward it in good years. Now, the situation may be so 
bad that you have to make direct grants from Congress, but that is 
not curative in the least. 

Mr. Frerts. That is right. 

(The material requested is as follows:) 


mergency agricultural assistance furnished, and soil bank payments made, during 
period from July 1, 1956, to Jan. 31, 1957, in counties from which crop insurance 
program was withdrawn by Federal Crop Insurance Corporation 


1956 programs 


} | Soil bank program 





State and county Emergency; Hay and Emergency; Emergency aii 
feed roughage | wind ero- | and special 
program ! program 2 | sion control) livestock Acreage | Conserva- 
| program loans reserve / tion reserve 
} | payments | payments 
-_-—_--_---- —--—_ - - me -— — - _ — - -_— | — - _ --—--+ 
Colorado: | 
Baca | $83, 829 $158, 532 $186, 600 $48, 545 $730, 321 $67, 217 
Kiowa | 100, 316 | 76, 590 | 227, 636 | 68, 295 650, 5 O01 208, $01 
Prowers_..- | <1, 671 109, 155 | 105, 000 134, 389 405, 824 52, 341 
Conejos ; | 20, 953 19, 305 1, 500 11, 777 
Las Animas | 104, 905 85, 260 | 22, 902 68, 495 45, 503 | 38, 060 
Otero | 15, 039 | 28, 357 17, 925 2, 170 44, 543 
Total, Colorado | 406, 713 | 472, 199 542, 138 339, 149 1,846, 401 410, 962 
 ienetiate oiled terrence - iii pone 
New Mexico: | | } 
Curfy.... : ‘ 87, 503 | 77, 190 | 113, 000 5, 460 469, 128 90, 727 
Quay : . wo} 232, 958 | 179, 520 | 78, 650 | 36, 360 319, 126 50, 935 
Total, New Mexico | 320, 461 | 256, 710 191, 60 * 41, 820 788, 254 141, 662 
Texas: | | 
Childress. __- ae 29, 487 37,177 | 57, 675 120, 000 218, 965 | 152, 968 
Deaf Smith 5S, 405 44, 220 | 25, 520 464, 460 | 410, *64 420, 357 
Runnels. 121, 141 56, 400 | 35, 540 453, 949 41, 498 
Taylor ” 04, 866 66, 92 70, 355 310, 905 | 10, 476 
Hansford - . . 7 at 14, 274 8, 955 35, 569 45, 595 533, 331 8, 389 
Ochiltree | 36, 520 44, 887 | 59, 350 421, 627 1, 590 
Total, Texas 354, 693 | 21| 119, 064 795,300 | 2,349, 641 635, 278 
Grand total | 1, 081, 867 | | $52,882 | 1,176,269 | 4,984,206 | 1, 187, 902 
| } 


! Represents the value of dealer certificates issued. 
2 Represents the value of certificates issued to farmers and ranchers. 
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Mr. McLarn. I think there are two points that we ought to keep in 
mind. First of all, we are trying to develop a program that will work 
all over the country. Of course, if we keep these continuous disaster 
areas in it, the people in other areas that normally never have a 
disaster at all, for instance in Minnesota you don’t very often have 
one 

Mr. ANDERSEN. One in 55 years—— 

Mr. McLain. You are going to be paying the premium from the 
good areas to take care of the other areas, which I think from the 
standpoint of the farmers in the good production areas isn’t quite fair. 








Mr. Wuirten. It isn’t. But you told us repeatedly through the © 


years that you are adjusting your rates in various areas to take that 
into account. 

Mr. McLain. The minute we do that, we get to the point where 
the rates are so high the insureds feel that they can’t continue to 
carry the protection. 


CROP INSURANCE IN LIEU OF DISASTER GRANTS 


Mr. Wuirtten. I can appreciate that. But I think it is a step in 
the wrong direction when we get into the situation where we are paying 
direct payments through the soil bank and other relief measures, with- 
out reaching further and trying to set up something that will prevent 
such payments. There is nothing curative in any of these emergency 
programs that you have now. They may be necessary for the moment. 

Now, on the other side, if an area is just a drought area, year in and 

ear out, sooner or later the Government and the farmer is going to 

ave to decide that such land is just not adapted to whatever use they 
are trying to make of it. [I have gone along hoping we can come up with 
something on crop insurance, but unless you tie it to price supports, 
so that everybody has to come in it, I can’t see that you will ever have 
a broad enough base for it to work. 

Mr. McLain. Well, of course, there are private insurance companies 
that feel that way. Up until this time, as we understand it, that was 
the purpose of Government getting into this, to try to demonstrate 
that it could be made to work. I think it is worth the effort to try. 
Many of these farmers who lose their crops 3 or 4 years in a row are 
in a real bad way. 

Mr. Wuirrten. It may be essential just on a relief basis that we 
do something in the interest of the whole country at the moment. 
But when a disaster happens, just to pay money out of the Treasury 
directly to the farmer, there is nothing in that kind of thing that 
ever cures the basic problem. 

Mr. McLarn. What you would like to see is that they lay aside 
in days of plenty to take care of emergencies. 

Mr. Wuirtten. I would. If the farmer ever gets dependent on an 
annual check from the Government, I think he is going to be in very 
bad shape. 

Mr. Frerts. That is our case. In the case of flax, as the Con- 
gressman pointed out, we have built up a reserve. If we have a bad 
year in flax, why we can take care of that loss as we should do under 
an insurance operation. And certainly insurance is the businesslike 
way of doing this, rather than doing it on a relief basis as has too 
frequently been done in the past. 
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And most of the money that we pay out is paid in by farmers. For 
instance, of the $28 million that we are paying out on the 1956 crop 
year, $22 million of that was contributed by the farmers, themselves. 
It is true we would bave liked to have paid it all from premiums. We 
would have even been happier if we had a surplus, but because of the 
drought it didn’t work out that way. However, if we just exclude the 
few States where the drought was most severe, we would show a sub- 
stantial surplus for 1956. 


WITHDRAWAL OF PROGRAM FROM COUNTIES 


Mr. AnpERSEN. Mr. McLain, along Mr. Whitten’s line of reasoning, 
first how do you determine as to a particular county when you take it 
out from under the program? How many years of nonproducing 
record must it have? 

Mr. McLarn. I think the record shows that we have withdrawn 
the program from only 14 counties; isn’t that right? 

Mr. Frerts. That is correct. 

Mr. McLain. When the rates get high enough so that it becomes 
impractical for farmers to pay the premium, then is when they get 
interested in getting out of the program themselves. 

Mr. AnpeRsEN. Will you place in the record at this point, in connec- 
tion with these 14 you did remove from the program, your studies as 
to why it was necessary to do so? 

’ Mr. McLain. We would be glad to. 

(The matter referred to follows:) 


SuMMARY OF INSURANCE EXPERIENCE OF 14 DisconTINUED CouNTIES IN Dust 
Bow. 


Beginning with the 1956 crop year, insurance was discontinued in 9 wheat 
and 5 multiple crop insurance counties in the Southern Great Plains. The 
Board of Directors of the Federal Crop Insurance Corporation made this decision 
after a very careful analysis of the insurance experience in these counties and 
after considering the possibilities of attaining the objectives of the crop insurance 
legislation to develop a sound underwriting basis for offering all-risk crop insur- 
ance protection to the farmers in these counties. After this decision had been 
made by the Board of Directors of the Federal Crop Insurance Corporation, a 
special five-man advisory committee appointed by the Secretary of Agriculture 
to review the crop insurance operation likewise recommended that insurance be 
withdrawn from these counties. In its annual audit the General Accounting 
Office also recommended that insurance be withdrawn from these as well as 
additional counties in this area. 

It is very questionable whether or not crop insurance can ever be provided on 
an unsubsidized underwriting basis in any of these counties. History has shown 
that drought conditions normally extend over a period of several years and are 
followed by favorable moisture conditions for a period of years. The risk in 
such counties requires a relative high premium rate and it has been our experience 
that in years when moisture conditions appear favorable the farmer will not pay 
the necessary premiums to carry the risk; whereas, in years when drought condi- 
tions exist participation is heavy. 

The Federal Crop Insurance Act, as amended, provides that premiums must 
be established at an amount sufficient to cover claims for losses and to establish 
as expeditiously as possible a reasonable reserve against unforeseen losses. In 
view of this provision of the Federal Crop Insurance Act, we do not believe that 
the Corporation would be justified in reinstating insurance in these counties. 

Indemnities during the period 1948-55 exceeded premiums in these 14 counties 
by approximately $18 million. During the same period the national under- 
writing experience of the Corporation for all commodities shows a net loss of ap- 
proximately $11 million. If insurance had not been provided in the 14 counties 
during this period the Corporation as at June 30, 1956, would have shown a sur- 
plus of approximately $7 million instead of an $11 million deficit. 
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The loss experience for the period 1948-55 in the 9 wheat and 5 multiple coun- 
ties in which insurance was terminated, beginning with the 1956 crop year is 
shown on the attached table. 


Summary of insurance experience of 14 discontinued counties in Dust Bowl 

















1 
i 
Years of 
State and county | opera- Premiums | Indemnities Net loss 
tion | | 

Colorado: | 
Baca 1948-55 | $4, 034, 726 $2, 473, 454 
Conejos - - 1950-55 | 332, 982 250, 373 
Kiowa. -- ‘ 1948-55 | 2, 347, 407 1, 713, 782 
Las Animas 1952- 55 | 529, 542 390, 928 
Otero- } 1951-55 | 360, 611 279, 779 
Prowers 1948-55 | 1, 929, 035 1, 237, 752 

New Mexico: 
Curry | 1948-55 1, 758, 368 5, 270, 592 3, 512, 224 
Quay 1948-55 | 1, 108, 846 | 3, 207, 788 | 2, 098, 942 

Texas: 
Childress | 1948-55 100, 386, O81 | 286, 975 
Deaf Smith--_- 1948-55 453, 932, 265 478, 378 
Hansford | 55 | 429 1, 182, 130 752, 479 
Ochiltree 492 | —- 1, 608, 371 | 1, 115, 381 
Runnels ; all alt | 857, 231 | 3, 285, 461 2, 428, 230 
Taylor._....-.---- OP Ad Abies 2 458, 445 1, 731, 633 | 1, 273, 188 
Uae Be GUS. ddec cs Snapeacecdenenecctuns pe ut 8, 847, 68 59 27, 139, 524 18, 291, 865 





Mr. ANDERSEN. One further question that Mr. Whitten’s reason- 
ing brings to my mind is this: The Congress did advance this program 
to determine whether or not it was actuarily sound; did it not? I 
refer to the 1947 act. 

Mr. McLain. It was their intent. 

Mr. ANDERSEN. How can you carry out that intent if—say Minne- 
sota is wiped out for a year like it was in 1934, how can we determine 
the intent or carry through the intent of Congress to see whether it 
is actuarily sound or not unless you would have a few of these practical 
spots showing up occasionally to average out. 

Mr. Fretts. We have those all the time, Congressman Andersen. 
We don’t withdraw from an area or a county just because of bad ex- 
perience for a year or two. In the counties we withdrew from we 
had very unfavorable experience over a period of years. Some of 
them we had been in prior to 1948. It was only after it was evident 
that the risk was so high that it was impossible to carry it on an 
insurance basis that we withdrew. 

Mr. ANDERSEN. Mr. Fretts, you know for a good many years | 
have defended this program because of the fact that here we have 
something in reserve to help out certain areas if disaster does hit. 
Of course, I do think, Mr. Whitten, that the Crop Insurance Corpora- 
tion should not be in too much of a hurry to take any particular area 
out from under crop insurance. 

Mr. Wuirren. | am wondering if it isn’t better, the way premiums 
are set up, based on your actual e xper ience, to set your premiums on a 
pro rata basis and let the counties take themselves out by not sub- 
scribing to it. 

\ir. Fererrs. We have done that, too. We have increased our 
rates substentially throughout the high risk areas and some of the 
result which you mention has actually occurred. Some counties 
have not qualified. But when the risk gets excessive to the point 
where the insurer just can’t be expected to pay the rates that you are 
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establishing on a continuing basis, you can’t carry it on an insurance 
basis, because as soon as conditions improve in these very bad areas 
they just won’t continue to stay in the program and pay such rates. 

Mr. Warrren. While your rates in a particular county are based on 
your experience in that county, it still would be better to set the rates, 
however high they may be, and let the farmer take himself out. 

Mr. Fretts. We have been doing that the last few years, Mr. 
Congressman. 

Mr. Marsuautyi. Would you say, Mr. Secretary, that when your 
premium rates get so high that they are unable to avail themselves of 
the crop-insurance program that it is a good indication, also, that 
farming would be such in that area that they could hardly continue 
farming? 

Mr. McLain. That is one of the first indications. I think what you 
are saying is in line with the way this thing ought to be continually 
handled. ‘To just arbitrarily go in and say you are going to take out 
certain counties without any ‘justific ation for it, outside of the fact 
that you have been having losses, is not a very good way to do it. 
As I understand it, this happened prior to my being around here. 
When the Corporation took the 14 counties out it was pretty much on 
that basis; wasn’t it? 

Mr. Frerrs. Substantially, yes. However, we didn’t rate them 
out. We actually didn’t continue to offer insurance in those counties. 

Mr. ANDERSEN. On that point, won’t such counties automatically 
take themselves out by not applying for the insurance if the rates 
reach a certain height? 

Mr. Fruerts. Yes; that has happened in some cases durin x the last 
2 years. The rates have been increased to the point where we do not 
have enough participants in the program to justify its continuance. 
Under our Act we are required to cane at least 200 participants im the 
program, or one-third of the growers in the county. As soon as the 
participation falls below that level, automatically we have to get out. 

Mr. ANDERSEN. Are we making a mistake in making the rate unit, 
as far as area is concerned, too small? 

Mr. Fruerrs. I don’t think so. 

Mr. Anpersen. You refer to counties. Should we have a larger 
area? [ 

Mr. Frerrs. We have it smaller than counties. We have the 
counties for the most part broken down into several areas, up to 7 or 
8 areas in some cases. The smaller we can break that down the more 
it reflects the actual 1 rs) <. We classify the land according to the type 
of land, the soil, and so forth. The more nearly we can do that the 
more accurate our rate will be. 

Mr. McLain. This is in line with what hail companies do. They 
will divide a county into 3 or 4 parts. 


EXPANSION OF PROGRAM 


Mr. Wuirren. I frankly don’t see that we are getting anywhere 
with the crop insurance program. I am not trying to eliminate it. 
My feelings now are pretty much the same as when we started out 
on an experimental basis. Unless you can work out some system 
whereby you can get a broader coverage year in and year out, I am 


still skeptical of whe Sivas we will ever work anything out through this 
means, 
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The other side of this thing is, if the Government is going to become 
an insurer through direct grants from the Treasury as we are about 
to become, this vehicle of insurance, where you are collecting some 
premiums might be a better a proach, even though you know you 
are going to have some losses. This direct-grant business can become 
habitual and regular. Then if a farmer can get it in county X and 
a farmer in county Y can’t, it also raises a question. 

Mr. Frerts. I think our 1956 experience demonstrated both aspects 
of that. As Mr. McLain pointed out in his statement without the 
heavy losses in 4 or 5 States we would have had in the other 36 States 
a surplus of about $5,400,000. You see where we don’t get into 
serious damage of a prolonged or unusually widespread nature, then 
we can carry it on an insurance basis. We can definitely demon- 
strate that. 

Mr. Wui1ten. It is like fire insurance. If the house hadn’t burned, 
the insurer would have shown a profit on his premiums, There is 
hardly ever a year that something doesn’t strike one section of the 
United States. 

Mr. Frertts, That doesn’t bother us. In these 36 States other 
than the 4 or 5 mentioned, we paid considerable in the way of in- 
demnities, but we still ended up with a substantial surplus. It is 
only where we have this extensive damage of long duration, like the 
Dust Bowl, for instance, that has affected our experience adversely, 
particularly i in the last 4 years, and to a very considerable extent for 
the last 8 years. It has been progressively getting worse. 


ADMINISTRATIVE COSTS 


Mr. Wuirren. I notice that for next year you are requesting 
$7,300,000 to meet these various problems after you deduct $2 million 
as ‘obligations payable from premium income. Anticipated revenues 
next year from the insurers would be how much? 

Mr. Frerts. $28,333,000. 

Mr. Wurrren. This $2 million is a part of that $28 million, so 
actually out of the $28 million you have about $9,300,000 which is 
expenses of carrying this program on. So out of $28 million income, 
you are spending 30 percent for administrative expenses. 

Mr. Frerts. About 33 percent. 

Mr. Wuirtten. Now, you are trying to make this actuarily sound. 
If it is so hard to write, and if the policy offers so little that you have to 
spend a third of it just putting the policy into effect, it raises another 
question as to whether you can ever make this sound. 

Mr. McCartney. That figure actually isn’t bad when you consider 
that the majority or 9 out of 10 of the insurance companies in the 
United States operate on a 40-percent cost ratio. 

Mr. Wuirren. You mean that 40 percent of their premium goes 
into selling insurance? 

Mr. McCartney. Out of every dollar you pay in 40 cents goes for 
operating costs. 

Mr. Wuitren. But the premium charged covers the 60 cents and the 
40 cents. 

Mr. McCartney. That is the difference in operation. 
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QUESTION AS TO PROGRESS OF PROGRAM 


Mr. Wuitten. During the past 10 years you have collected $173 
million, and you have paid out $190 million. But a third of that went 
out in costs, so actually you got about $115 million actual income as 
against $190 million paid out. Now, I am not complaining about the 
overhead being somewhat high at a time when we are experimenting 
with this ‘program and hoping to make it Wowk. I support that 
approach. But it still raises the question of whether you are getting 
anywhere in your efforts to prove it. This experime ntal program has 
been going on for 10 years, this next year, hasn’t it? 

Mr. Frerts. Ten years. 

Mr. WuitteNn. I wonder whether you are any further ahead than 
you were the day you started. 

Mr. ANDERSEN. Will you permit me at that point? 

Mr. Wuirten. Yes. 

Mr. ANDERSEN. | agree with you up to a certain point, Mr. Chair- 
man. I cannot agree that this program is not doing good up through 
my section, because it is. 

‘Mr. Wuirren. It is doing good anywhere that farmers have 
collected some of that $190 million. I was directing myself entirely 
to whether we are making any progress in proving that it is an actu- 
arially sound type of farm program. 

Mr. ANDERSEN. Yes. Mr. Chairman, we will have to revert back 
to my question of sometime ago as to what constitutes the return to 
the Federal Government in that $190 million indemnity. After all, 
some of that does come back into Uncle Sam’s Treasury direct, in the 
line of income taxes. I think to a large extent that will offset what 
we contribute in the line of appropriation to the operation of the 
Corporation. 

Mr. Wuirten. I don’t think there is any difference between the 
gentleman from Minnesota and me about this thing. I earlier said 
that, even though this wide difference appears here, if you compare 
it with what we have spent on certain of these disaster programs, this 
might be a better vehicle. I was devoting myself strictly to whether 
we are showing that this could ever be actuarially sound as an insurance 
program. 

Mr. ANDERSEN. I want to say I agree with you that this coverage 
should be made nationwide. It should be set up in such a way that 
every farmer helps to take care of himself. 

Mr. McLain. Of course, that gets into a little different concept 
than we have had on this. 

Mr. Wuirren. You are following the law. 

Mr. AnpEerson. You are following the law, yes. 

Mr. Wuirten. The discussion goes further than the law. With 
10 years’ experience it raises these questions we have discussed here. 

Mr. Frerts. Let us take a look at the 10 years. You say it is 
possible we haven’t accomplished anything, that we are no further 
along than when we started. 

Mr. Wuirten. On this original premise of proving that you can 
make it actuarially sound. 

Mr. Frerrs. Let us look at that for a moment. If we were to 
operate it exactly as our legislation contemplates that we are to 
operate, we would have had $173 million in premiums and we would 
have had wey 3 million in indemnities. Actually, we have $190 million 
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in indemnities. Had it not been for the serious and prolonge 
drought situation our indemnities, I am certain, would have been 
considerably below our premiums. ‘The disaster that caused our 
indemnities to exceed the premiums is now receiving national atten- 
tion. I don’t think you can rightly say that we haven’t accomplished 
anything. I think we have accomplished much. 

Mr. Wuirren. I said that to me it would appear that you are 
pretty much where you started. I don’t say that as a flat statement. 
We have learned a whole lot. 

Mr. Frerrs. On the other hand, you can look at it by programs. 
We have five programs today which show a surplus. and certainly 
you can’t say we haven’t accomplished anything there. 

Look at the flax experience, as Mr. Andersen pointed out a while 
ago. Look at tobacco experience, which is equally favorable. Both 
programs have been in the picture since 1945. 

Mr. Wuirren. I wish you could convince me—although I am going 
along with the program either way. I am not trying to end the pro- 
gram as of now. I am open to being convinced that you can make 
it sound. 

Mr. McLain. I think there is another element that we don’t 
want to lose sight of, which is particularly important when you see 
what the last Congress did on flood insurance. I don’t know what 
your thinking about it is. But it seems to me that one of the big 
things to be gained out of this whole program is to find out how it 
can be operated so that old line companies, mutual companies, 
eventually, from the experience that we have gained with this program, 
can run programs of their own. I, for one, while I have been com- 
pletely behind this ever since we have had it, think eventually the 
right approach, after we have demonstrated what can be done, is 
for other companies to spread out and take over this thing. They 
will do that if we ever get to the point where we can demonstrate 
that.it will work. 

Mr. Warren. That is right. The question I raised is whether you 
aren’t going downhill in convincing insurance companies of the sound- 
ness of this approach. 

Mr. McLarn. We know, though, sir, that if we had not done this 
that the old line companies just wouldn’t have made any effort to do 
anything about it. 

Mr. Frerrs. Now, these 14 counties we were discussing a little 
bit earlier, which we withdrew from after years of experience on an 
experimental basis, my recollection is that our net losses in those 
counties, those 14 counties alone, exceeded $18 million. Now, if you 
just take those 14 counties out of the picture the balance of the pro- 
gram which approximates a thousand counties, our premiums have 
offset our indemnities. So I don’t see how you can justify saying we 
have made no progress. You have to look at the good along with the 
bad. There is a little bad in there, I will admit, but there is a lot of 
good, too. 

Mr. Wuirren. I hope you can prove that it is thoroughly sound, 
because certainly the farmer needs it. 

Mr. McLain. Certainly nobody feels any worse about it not show- 
ing up on the black side of the ledger than the people working with the 
program, I can assure you. 
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RATE OF PROGRAM EXPANSION 


Mr. Wuirren. How many counties do you have? 

Mr. Frerts. For the 1957 crop year, 1,000. 

Mr. Wuitren. That is what percentage of the total agricultural 
counties? 

Mr. Frerts. Something less than a third. 

Mr. Wuirren. How many new counties are you going to take on 
next year? 

Mr. Fretts. The budget contemplates adding 50 counties. 

Mr. McLain. We have felt that we shouldn’t move too rapidly 
in this direction until we can demonstrate that a sound program can 
be developed. We may shift some counties, but we don’t feel it is 
wise to expand a lot further until we have more experience. I am 
giving you the viewpoint of our board of directors of this corporation, 
which is made up not only of myself but some people outside and others 
within the corporation. We just don’t feel that we ought to be taking 
the whole country in until we can demonstrate that it can work. 

Do we have your support in that? 

Mr. WuirteNn. I think you have to approach it on that basis. I 
would say, though, that we set out here on a national program. The 
purpose of the experiment is to gradually reach the whole Nation. 
While this committee went along with you on dropping the 14 coun- 
ties on the basis on which you “did it; I would say that when you 
eliminate certain areas so that you prove it sound, it raises some 
serious questions. 

I would really feel that your premiums had to be on a 5-year basis 
in an area such as that. It might be more sound, and in line with the 
intent of the law, if you raised your premiums to the point where 
they couldn’t take it. But you delete part of the country from the 
program that eventually should cover the whole country. It is a little 
more practical way in which to drop them, just to fix your premiums 
on a 5-year basis, and that would in itself drop them out. 

The law itself has something of a similar nature when it says you 
have to have a third or at least 200 contracts in the county. 

Mr. ANDERSEN. I would say Mr. McLain is absolutely right when 
he feels that he should go at the extension of this program quite 
gradually. 1 am in full concurrence with you there, Mr. McLain. 

Mr. McLain. Thank you. 

Mr. ANDERSEN. I am also, however, in full concurrence with the 
chairman that we should be very slow about dropping any sizable 
section of the Nation from the program. 

Mr. McCartney. Put it this way: I think, using hindsight, that 
if we had to do it over again we would do it. different. That is just 
from my experience since I have been here, which began after the 14 
counties were dropped. 

Mr. AnperSEN. In the final analysis, Mr. McCartney, as I stated 
before, if a thing gets tough enough in any county or any section or 
any State in the Union, ‘the Federal Government will step in an 
help out. Whether they do it through the crop insurance program, « 
direct relief, | would prefer they would do it through a regular came 
ization such as the crop-insurance program. At least there the farmers 
are eligible by having the crops insured—they are trying to help 
themselves. 
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Mr. McCartney. That is true. To me that is the most important 
think about Federal crop insurance. If we can work this program 
we should be able to take care of most of the disaster. It is the farmers’ 
program, he isn’t going to have to come to you fellows asking for 
something, because it is his program and he knows what he is going to 
get if he does have a disaster. 


ESTABLISHMENT OF PREMIUM RATES 


Mr. Warrren. What we are both trying to reach is this: In a cer- 
tain county or certain area of a county, you let each year’s premium 
be set on the preceding 5 years’ experience. There are lots of sections 
in this country where they will move into an area that floods 1 year 
out of 3 or 2 years out of 3 or where you have just enough rain to 
farm in 1 year out of 3. But yet a farmer is faced with necessity of 
making a living and, if conditions require it, he would try it. But if 
your local rate is based on 5 years’ experience, if that is not a good 
farming area, 5 years will show it up. 

So if you eliminate it by charging a rate, and if you did that enough, 
you could cover the country. Yet your poor farm areas, high-risk 
areas, would virtually eliminate themselves just by the fact that your 
rate had to be tied to this past few years’ experience. 

Mr. McCartney. That is all right, except where our rate gets up 
to 30 percent, 40 percent, or some figure of that sort. Then I think our 
rate is too high. But here is the thing about it—— 

Mr. Warrten. Why do you think it is too high? 

Mr. McCartney. Because if the rate costs say 40 percent, during 
the drought cycle the farmer is going to take it, there are no ifs, ands, 
and buts about it, but as soon as the wet cycle comes along, that is 
too much to pay, he can’t afford it. So if he only carries it during the 
drought cycle we would have to charge a rate of 110 percent. 

Mr. Waurrten. If you are in an area where it is an extremely high 
risk, the only thing you can do is reflect it in the premiums. I have 
the Tallahatchee River that runs through my area. Some of the 
problem has been cured by reservoirs now, but there was a period 
where you had farms right along the riverbank that 1 year out of 3 
were flooded. If you are going to give that type of farm a reasonable 
rate, just so you can say everybody is in it, these other people are 
going to have to pay for it. The man ought to pay the rate in direct 
proportion to the place where he lives and the risks he runs. Unless 
you do that, you can’t ever have a sound program. 

Mr. Frerts. That is correct. 

When we go into a county originally, the land is all reviewed by our 
actuaries, and the land which is very high risk, we declare uninsurable 
right from the start. We don’t insure land subject to a flood every 
year or every 2 years, and that sort of thing. Any of the farmers 
that we know about, any of the farmers that are excessively high risks, 
we do not insure those, and we identify additional land and farmers in 
those two categories as we get experience, and we try to eliminate 
what you might call the bad risks and poor land. Then we set a rate 
as nearly as we can to do exactly what you say, Mr. Chairman, to 
reflect the risks involved. 
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WHEAT EXPERIENCE 


Mr. MarswHatu. Mr. Chairman, I notice on this first chart it shows 
the loss ratio by years, and | note that in 1956 wheat had a loss ratio 
of 1.09. 

Now, my question is, if you put that on a crop yield as compared 
with nationwide, how far would 1956 have been from the national 
average, in terms of ave rage yields against the yield of 1956? 

Mr. Frerrs. Well, it doesn’t quite work out that way, Mr. Con- 
gressman, for the simple reason that we had insurance in about 40 
States, not that many in wheat, obviously. Most of our losses in 
wheat were in States in the Dust Bowl area. While nationally we 
had about an average wheat crop, there was very little wheat pro- 
duced in the Dust Bowl area. That is where we lost our money. 
So even though you have an average national crop it doesn’t mean 
that you won’t have substantial losses where you have a wide disaster 
area, such as we have there. 

Mr. MarsHaty. You have given me an explanation. I asked you 
what the ratio was. Do you have the ratio? 

Mr. Frerrs. The national crop. Mr. McLain can possible give a 
better answer than I on that. 

Mr. McLarty. You mean the production of wheat in 1956? 

Mr. MarsHaui, As compared with the 10-year average. 

Mr. McLarn. It was about a billion bushels, the 10-year average 
I think would be just a little higher than that. I thought what you 
were getting at here, Congressman Marshall, was the ‘Joss ratio by 
States. 

For instance, in your State you had a very favorable situation, 
where you had wheat insured, as compared to Texas where they had 
a very poor one. 

Mr. MarsHauy. You have here a very interesting chart showing the 
loss ratio from the crop-insurance program. 

Mr. McLarn. That is right, there is a loss ratio between premiums 
earned and indemnities paid. It has nothing to do with yield. 


CROP INSURANCE EXPERIENCE BASED ON NATIONAL YIELDS 


Mr. MarsHatt. What I wanted to do, I wanted to find out how 
yields nationwide, not breaking it down, but nationwide, compared 
with the average production, whether it is above or below, and what 
percentage it would be. 

Mr. McLain. Our per acreage yield has gradually been going up 
for all commodities. With wheat we have come down from 76 million 
acres to less than 55 million acres, but the per acre yield has been 
going up. 

Mr. MarsuHatu. Per acre is what I am interested in. 

Mr. McLain. There is a little fluctuation in it. We would be glad 
to furnish that for the record, but it has been going up. 

(The information requested is as follows:) 
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United States average yield per seeded acre for all wheat, winter wheat, other spring 
wheat and durum wheat, 1947-56 





Winter Other Durum 
Year All wheat wheat spring wheat 
wheat 

Bushels Bushels Bushels Bushels 
SO ccocncsccndbenbhduc techs dabei cee adiieddawiatedes 17.4 18. 2 15.0 14.9 
i a a i ale ee a te Sekai ds 16.5 17.0 15.5 13.8 
Sh cn rcitbininaacihittt ide ccldshaak athatdduabudihihe oadninites 13.1 14.0 10.6 | 10.4 
STL AI toon tlincics copamedaiinicastiiaanitatenditnteé dealin’ das ndaes abate Be 14.3 14.1 15.1 12.8 
ee oS Se BR Tee oe oe tebe anbbadoedn cube 12.6 11.6 15.3 13.4 
Bb ch Mos acadsddonbth odddbh cde wccudtagsehebebniwad 16.6 18.7 11.3 9.7 
a a a i a mal 14.9 15.5 13.9 6.2 
Tice, Sebtlbnnbddasandittiathhookdetss adtibanics addieisalinwkt 15.7 17.2 oa 3.0 
Nc sasin ty rte saeacitbadteiteert dis naM Iare aige ah T  l alk Ee ta 16.1 15.9 7.0 | 14.5 
SE dade ced oe io tne ni te ndedaelndédapidavongade 15.3 16.0 3.3 | 13, 2 





Mr. MarsHatu, The chairman was questioning you a moment ago 
about the fact that maybe this program would be working out better 
if you had the whole country in. If your national yield has been 
going up it would certainly indicate that he would be right from a 
yield standpoint, because if you had every county in you wouldn’t 
have this sort of a picture show up to the extent that it has. 

Mr. McLarn. I am sure with any of these commodities if we could 
require everybody to take crop insurance we would have lower pre- 
mium rates. But you see the people most interested in crop insurance, 
in the areas where we make it available, are those that figure there is 
a chance of damage occurring. 

Mr. Wuittren. May I interrupt, Mr. Marshall, to point out since 
my proposal was mentioned, that I had in mind that everybody 
would go in based on his own actuarial background, which would 
mean that a fairly consistent, reliable, and dependable section would 
pay a rather low rate. 

Mr. Marswauu. Mr. Chairman, it is my opinion that in looking 
at this 1956 loss ratio, as it refers to wheat, can be construed as a good 
record as far as crop insurance is concerned. That has been by far 
your major crop program, and yet we know that wheat has been very 
seriously affected in the Great Plains area. So certainly if you think 
in terms of this as a loss ratio—and I am not being critical, I want to 
make the record clear—I think that is good. The point that I am 
trying to bring out is that if you had all the wheat growers in the 
Nation offered the program then you could have balanced this pro- 
gram off with good producing areas. 

Now, that might change because you could have territories now 
that have been producing wheat to good advantage with a good yield 
because of favorable climatic conditions that might possibly change. 
That has been the history of the Great Plains area, as far as wheat is 
concerned. 

Mr. McLarn. This is one reason why we have suggested in our 
testimony, and this is one thing the Board looks at, that as we move 
into new counties we certainly want to have a proportionate number 
in an area that is not high risk. Of course, we take some of the other 
areas, too, but if we are to manage this thing properly we can’t just 
take the counties someone wants put in because they are a high risk 
area. We have to balance that off by taking some of the other areas. 
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CORN EXPERIENCE 


Mr. Marswatu. Mr. Secretary, I am interested also in corn. Now, 
talking in terms of good corn counties I would say your record there 
was abominable on corn. 

Mr. McLarn. In 1956, yes, but if you look at the overall experience 
prior to 1956 it is not so bad, Congressman Marshall. Of course, the 
reason our corn experience was unfavorable in 1956 was that we had 
the serious drought that hit Nebraska, Missouri, and the whole 
central part of Iowa, which is a high- produci ing area, and one in 
which we have a good many participating counties. 

Mr. Marsuatt. All right. 

Just talking about Iowa for a minute, it seems to me that we are 
going in two opposite directions here. The counties that are in this 
program in Iowa are certainly considered to be good agricultural 
counties. 

Mr. McLain. With the exception of last year they have never 
failed. 

Mr. Marsuautu. From the standpoint of their crop facilities, a 
person wouldn’t think of throwing out these counties and saying 
it is a risk county, therefore we should get rid of those counties. 


DESIGNATION OF HIGH RISK AREAS 


Mr. McLain. No; we aren’t suggesting that, not after 1 year 
I think what Mr. Fretts has been saying is that after 5 or 6 years 
of that we ought to look at it pretty seriously. 

Mr. MarswHauv. Of course, that is a longer period of time. But 
undoubtedly there are counties that from a wheat standpoint could 
be considered as good wheat-producing counties, as the corn-pro- 
ducing counties are considered to be corn-producing counties. 

Mr. McLarn. If it ever rains again they certainly will be that way; 
yes. That is why it ought to be as Congressman Whitten said, 
adjusted over a longer period. 

Mr. Frerts. I think a good example of what you have in mind, 
Congressman Marshall, is possibly durum wheat. We restricted our 
coverage on durum wheat very substantially about 3 years ago. 
However, in the meantime they have produced enough resistant seed 
so that rust isn’t the threat today that it was at ‘that time. We 
again today are insuring durum wherever it is grown. 

Mr. Marsuwatt. I can recall a county in Minnesota, Polk County, 
considered to be the stablest county in the production of spring wheat 
of any county in the State of Minnesota, and I can recall in the early 
experience of crop insurance that they didn’t have a year loss that 
would be determined on the basis of their average. In other words, 
their yields were so uniform that there was not one single, solitary 
year that dropped down that showed a loss that anybody could 
collect on. 

So the Crop Insurance Corporation set up a loss premium on an 
arbitrary basis. Said it isn’t reasonable to expect that you can have 
your insurance without paying a premium. I believe I am correct in 
saying that you paid a subst antial number of losses in Polk C ounty 
since that time. 

Mr. Frerrs. I would like to say this on these high-risk areas, 
high-risk land, and high-risk producers: We try to do what our act 
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what Congress intended us to do. I don’t feel that we have any 
justification for doing anything different, and when the risk becomes 
excessive, why, it is just mandatory that we discontinue that type of 
business. 

Now, you gentlemen all know that our capital is very limited and 
our liability is very considerable. What we are trying to do is operate 
a sound program on a businesslike basis, and if we don’t do that we 
just can’t last. 

Mr. MarsHa.u. I don’t want you to feel that there has been any- 
thing said Sele’ today that would indicate that the committee have 
any different ideas than that. Of course, we are all interested in crop 
insurance, and we are trying to find out about some of these things, 

Now, it comes to my mind that we see a county that may have a 
high-risk area and admittedly people admit that this is a county where 
the yields have been low, all of the records show that the yields have 
been low. But I wonder, Mr. Fretts, when you analyze this if you 
have anything that would show how the experience has been in a 
county like some of those real good counties in Iowa that we have 
always considered to be the top corn-producing areas in the United 
States, and a county like Polk County in Minnesota that is considered 
to be one of the top-producing areas. Their vields are naturally 
higher, and when a catastrophe hits that then your losses that you 
pay are measurably greater. 

I am just wondering if you have anything you might show the 
committee to show what the experience has been with that type of a 
county? 

Mr. Frerts. We would be very pleased to do so. Polk County, do 
you have any other counties? We have a wealth of material of that 
nature. We build that up vear by year as we go along, and we have 
very comprehensive data. 


COMPARISON OF NORMAL YIELDS AND LOSS EXPERIENCE 


Mr. MarsHauu. Have you ever set these counties up sort of group- 
ing for your study that would show a number of counties where the 
yields are low, and experience there, as compared with a group of 
counties where your yields are admittedly high? I am not thinking 
about the average, but I am thinking about the extreme both w ays. 

Mr. Fretrs. What we do is work up the rate based on the experience 
for each county individually, and we break that down finer by areas 
within counties. We also take the overall picture into account insofar 
as the rates prevailing in adjoining counties, any number of adjoining 
counties, and we try to keep that in mind, too. 

But still it is primarily based on the experience in the county, itself. 
It may be modified to some degree based on the experience of surround- 
ing counties. 

Mr. Cotsy. Would you like to see the longtime yield history for 
several counties on a map, and then show the loss experience? 

Mr. MarsHatu. What I would like to see, if it isn’t too much work 
to prepare it, I would like to see, say, five counties in wheat that have 
the highest yields, and your experience on crop insurance. Then I 
would like to see some of the counties that your crop estimates would 
show have the lowest yields as compared to your experience there, 
and see how much money you have paid out in each instance. 
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Mr. Copy. We can very easily do that. 

Mr. MarsHatu. That is regardless of drought, you understand. 

Mr. Cotsy. What our actual experience has been. We can do that 
very easily, it would be no trouble. 

Mr. MarsHa.u. I would like to see that. It may not mean any- 
thing, but I think it would be interesting. 

Mr. Cotsy. That would be 5 counties in the Southwest and 5 
counties in Ohio. We will get that for you, then. 

Mr. Marsa. I am wondering if that might not be a better 
comparison, to make that comparison within the State rather than 
between areas. 

Mr. Coury. Yes; we can do that in a State. 

Mr. MarsHauu. Take Minnesota and show the high-yield county 
as compared with the low-yield county. 

Mr. Coxtsy. We can do that, Minnesota doesn’t vary as much as 
some of the others. 

(The information requested is as follows:) 


Minnesota flax insurance experience for 5 highest yielding and 5 lowest yielding 
counties for 1948-56 


5 HIGHEST YIELDING COUNTIES 








1948-56 
County 1929-50 aig BEDS ESN Tg hi, Th __| Loss ratio 
average yield 
Premium Indemnity 
Ledth tars et EOP er eee oes ae ee Peele bcaakis be iis 
Brown : : ait aiatath 11.4 $72, 406 $54, 146 0. 75 
SRE A Pe er eee — 11.3 | 27. 493 34, 293 | 1. 25 
Martin ; 11.2 | 67, 524 | 20, 207 | 30 
Murray------ bE. jim oh 10.9 70. 170 | 34, 069 . 49 
I ttn hak aden citin dagen atepseewoanes 11.7 95, 743 | 56, 561 | 59 
$$$ $ —$____}__ . |-——~ —- —---.) ~——--— 

5-county total wie ; coke bad 333, 336 | 199, 276 . 60 

— — — —_ —_ —_ — —_ —EE ! — — 
5 LOWEST YIELDING COUNTIES 

oleate ah aaa $$$ $$ ~ 
Clay.---- . ow ctrinbih withnndilineenanilos | 6.7 $145, 969 | $121, 303 0. 83 
Kittson_____- 6.4 | 199, 176 | 171, 564 86 
Mahnomen...--_--- ela dhe btn hbbiin 6.4 | 14, 658 28, 635 | 1.9 
Marshall... neal ae" an 6.1 200, 597 235, 093 | 1.17 
Norman__._......-- bonk . ae 6.7 183, 675 | 201,311 | 1.10 

5-county total....................------ 744, 075 | 757,911 | 1. 02 


Mr. Wuirren. Mr. Natcher. 
TOBACCO PREMIUM RATES 


Mr. Natcuer. Mr. Secretary, the chart on page 4 pertaining to 
tobacco shows the 9-year period with the exception of the year 1953. 
With the exception of that 1 year of 1953 which is the year when 
indemnities exceeded premiums with premiums of $2,027,000 and 
indemnities of $3,853,000, was there any change in the rate? 

Mr. McLain. That would be in the year 1954. 

Mr. Natcuer. Yes, from that time on. 

Mr. Frerts. In the areas where the losses were heaviest in all 
probability there was an increase in the rates. 

Mr. Cotpy. That would be true, I think, Mr. Fretts. 

Mr. McCartney. Could we expand a little bit on that, though? 
We do have counties, though, where, under the method we use in 
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estimating our rates, the rates should actually be increased. But we 
are not going to go in there and make a change where a county has 
had 3 or 4 years of good experience. We wait until a loss occurs and 
then we do it afterwards, because if we do it beforehand we just lose 
half of our customers. 

Mr. Natcuer. In the counties or the States where you paid out the 
major portion of this indemnity for the year 1953, was there a change 
of rate? 

Mr. Cotsy. In those counties where the major portion of the loss 
occurred? Yes. Yes, I would say there would be some counties in 
those States where the rate was increased. 

Mr. Narcuer. Did I understand you correctly a few moments 
ago in making your statement pertaining to the United States gen- 
erally, that unless it was a period of loss for several years straight 
running or it included a drought situation, that there was no change 
of rate? 

Mr. Fretts. I believe what we were saying is this. It doesn’t 
mean that we won’t change the rate. What we were saying is that 
we won’t withdraw from the county. 

Mr. McLarn. I think your question here is that if you have had 
several good years and then you come along to one bad one, do we 
change the rate following the 1 bad year; is that correct? 

Mr. Natrcuer. Yes. 

Mr. McLarn. I think we ought to check that to be sure; my guess 
is that you would have to look at your loss ratio before that time. 

Mr. Coxsy. That is correct, most of that loss was in flue-cured 
tobacco, types 11-A and B. Mr. McLain has said we would first 
look at the long-time experience in that county or area. In tobacco 
we deal pretty much with types. If the experience has been cumu- 
latively good, and we thought we could stand a fairly heavy loss, we 
wouldn’t have increased the rate. But if it appeared the rate was 
too low, cumulative experience was not too good and current experience 
was bad, I would say generally we would increase the rates. We 
could show you the chart on that—— 


EXTENT OF TOBACCO PROGRAM 


Mr. Natcuer. I don’t think that would be necessary. Another 
question about the year 1954. Was there any limiting, as far as 
coverage is concerned i in the tobacco States, after this loss of 1953. 

Mr. ‘CoLsy. No, sir, never any cur tailment i in tobacco. 

Mr. Natcuer. I notice 1953 through 1956 the premiums have 
increased each year. 

Mr. Cosy. That is right. 

Mr. Narcuer. With the exception of the year 1953 the indemnity 
figure has not exceeded the premium figure. 

Mr. Cotsy. That is correct. 

Mr. Narcuer. At this point in the record, Mr. Chairman, if it is 
all right I would like to have a chart inserted, showing just how far 
coverage extends in the tobacco States. 

Mr. Coxpsy. Very well. 

Mr. Wuirren. I think it might be well to show in the record the 
counties with coverage. 
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Mr. Narcuer. I would like to have that 

Mr. Co psy. A list of counties, or a map. 

Mr. Wuirtren. If you have a map you might show that. Because 
if this is sound, we should invite those counties that want in to come in. 

Mr. Cousy. We could present both to you, give to you a picture 
of the whole United States and a list of counties that you could 
use for reference. 

Mr. Wuirren. I would like to have it both ways. 

(The information requested follows:) 


Crop INSURANCE EXPERIENCE By CouNTInsS (ALL CROPS) 


The map (p. 1127) shows the 1956 experience of the Corporation in the counties 
in which insurance operated. The counties in black are those in which the loss 
indemnities paid exceeded the premiums paid for the.1956 protection, while those 
in the lighter shade are those in which premiums exceeded the indemnities paid. 
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The map (p. 1129) shows the cumtilative experience of the Corporation for the 
period 1948-55 in those counties in which the program operated in 1956. The 
counties in which the loss indemnities paid during the period exceeded the total 
premiums earned are shown in black, while the counties in the lighter shade are 
those in which premium payments by farmers more than covered the indemnities 
paid in the county during the period. It will be noted that the majority of the 
crop-insurance counties more than paid their own way during the period from the 
standpoint of the farmers’ premium payments for their protection providing the 
funds with which to pay the indemnities to the insured farmers who lost their 
crop due to unavoidable causes. 
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Number of 1956 crop insurance programs and counties 

















l 
| | ee | | | ‘Total 
| To- | Cot- | | Mul- | a et ee 
State Wheat | bacco ton Corn tiple | Flax | Beans! ley | beans 
| Pro- Coun- 
| | | | grams, ties 
} - é an . SESE 
Mii ol Aas Cae PABA Pees hee eas | 15 
i ti ode nce cp nis on ak cm 1 ee 1 | 1 
Arkansas--_._----- allt ions aici | ae 1 |} ‘ 14 14 
i AP Ted eremais 2. i 5 5 
Gomreco............. taal 9 tlie wa 2 2 16 16 
Connecticut_____....}_- 1 | | ‘ 1 1 
Florida : ik 5 i" 17 7 
re 18 | 18 18 
Idaho___. ieanele ae | o2 5 ‘ 17 16 
Hlinois es, pee 5 7 11 | 1 42 30 
Indiana. a RF he eis an nies = 11 s R ; 38 27 
Iowa id. eel ical agile 2%} 16|__... 3 45 38 
Kansas ; Oe |. sca. feeeeends 6 | 5 79 75 
Kentucky ia ities 33 tel Ricca = “ 33 33 
Louisiana : pan 9 2 |. i 11 11 
Maryland RSE 1 , Rent 1 2 1 
Massachusetts-___- 1 | : a 1 1 
Michigan 14 * 1 2 . 5 22 17 
Minnesota 12 is | 16 17 29 1 1 76 46, 
Mississippi _- sh : 23 | d 2 2 23 
Missouri Dn cacargye 12 4 36 24 
Montana ve 18 = 2 20 18 
Nebraska 29 3 ; 10 3 2 44 40 
New Mexico id 3 3 3 
North Carolina_. oad 27 5 . 32 31 
North Dakota 44 : 9 16 4 3 72 53 
Ohio 23 3 7 2 2 37 30 
Oklahoma 22 1 23 22 
Oregon i) 2 l 12 ll 
Pennsylvania 2 1 1 2 6 ' 
South Carolina 10 10 20 16 
South Dakota 24 7 10 7 l 49 40 
Tennessee “ 27 9 3 39 39 
Texas 14 ent 26 40 35 
Utah 3 | 1 1 4 
Virginia ca 15 Pea a 5 15 15 
Washington 12 i del adtel 1 1 iia 14 12 
Wisconsin . sinedaab oS Biletebes Ss 1 we 11 10 
W yoming seas Bil cont | oil Sil 1 a l . 5 3 
, 389 143 116 | 113 101 52 16 9 7 1948 1805 
1 Totals include 2 citrus counties. 


[NoTER. 
of programs. ] 
(15-15) 
Cotton—15 
Blount C 
Cherokee C 
Colbert C 
Cullman C 
De Kalb C 
Etowah C 
Franklin C 
Jackson C 
Lauderdale C 
Lawrence C 
Limestone C 
Madison C 
Marshall C 
Morgan C 
Tuscaloosa C 
Arizona (1-1) 
Cotton—1 
Pinal C 


Alabama 


Ark: 


-First figure in parentheses is the number of counties, the second is the number 


insas (14-14) 
Cotton—13 
Multiple—1 

Arkansas M 

Chicot C 

Craighead C 

Crittenden C 

Cross C 

Desha C (includes local producing 

area of Drew) 

Jefferson C 

Lee C 

Lineoln C 

Mississippi C 

Monroe C 

Phillips C 

Poinsett C 

St. Francis ¢ 
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California (5-5) 
Cotton—1 
Wheat—4 
Fresno C 
* Kern W 
e Los Angeles W 
San. Luis Obispo W 
iJ Tulare W 


15 Colorado (16-16) 

s, Beans—2 

5 Multiple—2 

16 Wheat—12 

; Adams W 

18 Arapahoe W 

16 Cheyenne W 

7 Dolores B (includes local produc- 
38 ing area of San Miguel) 
75 Elbert W 

Kit Carson W 

1 Larimer W 

1 Lincoln W 

4 Logan W 

2% Montezuma B 

24 Morgan M 

~- Phillips W 

3 Sedgwick W 

31 Washington W 

~ Weld M 

29 Yuma W 

11 Connecticut (1-1) 

a Tobacco—1 

40 Hartford T (includes local produc- 
39 ing areas of Tolland, Conn., and 
7 Hampden, Mass.) 

15 Florida (7-7) 

- Citrus—2 

3 Tobaceo—5 

—— Alachua T 

05 


Columbia T 
Hamilton T 
Madison T 
Orange Cit (includes local pro- 
er ducing areas of Osceola and 
Seminole) 
Polk Cit 
Suwannee T (includes local pro- 
ducing area of Lafayette) 
Georgia (18-18) 
Tobacco—-18 
Appling T 
Berrien T 
Brooks T 
1g Bulloch T (includes local produc- 
ing area of Byran) 
Candler T 
Coffee T 
Colquitt T 
Cook T 
Irwin T 
Jeff Davis T 
Lowndes T 
Mitchell T 
Pierce T 
Tattnall T 
Fue. 


Georgia—Continued 


Toombs T 
Wheeler T 
Worth 


Idaho (16-17) 


Beans—5 

Wheat—12 
Benewah W 
Bonneville W 
Camas W (includes local produc- 

ing area of Elmore) 
Cassia B-W 
Gooding B (includes local pro- 
ducing area of Lincoln) 

Idaho W 
Jerome B 
Kootenai W 
Latah W 
Lewis W 
Minidoka B 
Nez Perce W 
Oneida W 
Power W 
Teeton W 
Twin Falls B 


Illinois (30-42) 


Corn—7 
Multiple—11 
Soybeans—1 
Wheat—23 
Adams Cn—Ww 
Bond W'-M 
Carroll Cn 
Christian W 
Clinton W*-M 
Effingham W’*-M 
Fayette W'-M 
Greene W 
Hamilton M 
Jasper M 
Jefferson W 
Jersey W'-M 
Livingston Cn 
McDonough Cn 
Macoupin S—-W 
Madison W’-M 
Marion W 
Mason W 
Monroe W 
Montgomery Cn—W 
Pike W'-M 
St. Clair W 
Sangamon Cn—-W 
Schuyler W 
Seott W’-M 
Shelby W 
Tazewell Cn 
Vermilion W 
Washington W 
Wayne M 


Indiana (27-388) 


Corn—11 

Multiple—7 

Wheat—20 
Allen W 


1 Converted to multiple-carryover commodity contracts only. 


S7767—57—pt. 8——6 








Indiana—Continued 
Boone W'-M 
Carroll Cn 
Clinton Cn—W 
Dearborn W!-M 
Decatur Cn—W 
DeKalb Cn—W 
Delaware Cn 
Howard W 
Huntington Cn 
Jackson Cn 
Johnson Cn—W 
Koscuisko W 
Madison W 
Marshall Cn 
Miami Cn 
Montgomery W 
Noble W 
Pulaski W 
Randolph W 
Ripley W*-M 
Rush W 
Shelby W*-M 
Sullivan W*-M 
Wayne Cn—-W 
Wells M 
Whitley W'-M 

Iowa (38-45) 

Corn—26 
Multiple—16 
Soybeans—3 
Adair Cn 
Boone Cn'-M 


Buena Vista Cn’*-M 


Cass Cn 
Cerro Gordo Cn-S 
Chickasaw Cn 
Clay M 
Clayton Cn 
Clinton Cn 
Crawford Cn 
Delaware M 
Emmet M 
Fayette Cn 
Floyd Cn 
Franklin M 
Fremont Cn 
Guthrie Cn 
Hancock Cn-S 
Howard M 
Humboldt M 
Ida M 

Jones Cn 

Linn Cn 

Lyon Cn 
Madison Cn 
Mitchell Cn’*-M 
Osceola Cn 
Poweshiek Cn 
Sioux Cn 
Story Cn’-M 
Tama M 
Union M 
Warren M 
Washington Cn 


qucunininnenta 
1 Converted to multiple-carryover commodity 
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low 





a—Continued 


Webster Cn-S 

W. Pottawattamie Cn 
Winnebago M 

Worth M 


Kansas (75-79) 


ontracts 


Corn—6 

Multiple—5 

Wheat—68 
Atchison Cn—W 
sJarber W 
Sarton W 
Bourbon M 
Brown Cn 
Cherokee M 
Cheyenne W 
Clark W 
Clay W 
Cloud W 
Cowley W 
Decatur W 
Dickinson W 
Edwards W 
Ellis W 
Elisworth W 
Finney W 
Ford W 
Franklin M 
Gove W 
Graham W 
Grant W 
Gray W 
Greeley W 
Hamilton W 
Harper W 
Harvey W 
Haskell W 
Hodgeman W 
Jackson Cn 
Kearny W 
Kingman W 
Kiowa W 
Lane W 
Lincoln W 
Linn M 
Logan W 
McPherson W 
Marion W 
Marshall Cn—W 
Meade W 
Mitchell W 
Montgomery M 
Morris W 
Nemaha Cn—W 
Ness W 
Norton W 
Osborne W 
Ottawa W 
Pawnee W 
Phillips W 
Pratt W 
Rawlins W 
Reno W 
Republic W 
Rice W 


only 
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Kansas—Continued Louisana—Continued 
Rooks W Natchitoches C (includes local pro- 
Rush W ducing area of Red River) 
Russell W Rapides C (includes local produc- 
Saline W ing area of Grant) 
Scott W Richland C 
Sedgwick W St. Landry C 
Seward W St. Martins M 
Sheridan W Vermilion M 
Sherman W Maryland (1-2) 
Smith W Corn—1 
Stafford W Wheat—1 
Stanton W Kent Cn—W 
Stevens W Massachusetts (1-1) 
Sumner W Tobacco—1 
Thomas W Hampshire T (includes local pro- 
Trego W ducing area of Franklin) 
Wallace W Michigan (17-22) 
Washington Cn—W 3eans—5H 
Wichita W Corn—1 
Kentucky (33-33) Multiple—2 
Tobacco—33 Wheat—14 
Adair T jay B 
Allen T Calhoun W 
Barren T Clinton W 
Jourbon T Eaton W 
Breckinridge T Gratiot M 
Caldwell T Hillsdale W 
Calloway T (includes local pro- Huron B—W 
ducing area of Henry, Tenn.) Ingham W 
Casey T Ionia W 
Christian T Jackson M 
Daviess T Kalamazoo W 
Grant Tv Lenawee W 
Graves T Monroe Cn—W 


Green T 
Harrison T 
Hart T 
Henry T 
Larue T 
Lincoln T 
Logan T 


Saginaw W 
St. Clair B—W 
Sanilac B—W 
Shiawassee B—W 
Minnesota (46-76) 
Barley—1 








Mason T Corn—16 
Mercer T Flax—29 
Metealfe T Multiple. —17 
Montgomery T Soybeans—1 
Nelson T Wheat—12 
Owen T Becker F—W 
Pendleton T Big Stone F *—W ‘—M 
Pulaski T Blue Earth Cn 
Russell T Brown Cn—F 
Simpson T Chippewa F 1__M 
Todd T Clay F—W 
Warren T Cottonwood Cn—F 
Washington T Dakota M 
Wayne T Dodge M 

Louisiana (11-11) Hast Polk F *—W *—M 

Cotton—9 Faribault M 
Multiple—2 Goodhue M 
Avoyelles © Jackson Cn—F 
Caddo C (includes local producing Kandiyohi M 
area of Bossier) Kittson F—W 
East Carroll C Lac qui Parle F ’*—M 
Franklin C Lincoln F *—M 
Morehouse © (includes local pro- Lyon F 
ducing area of Ouachita) McLeod M 


Converted to multiple-carryover commodity contracts only. 








Minnesota—Continued 


Mahnomen F—W 
Marshall F—W 
Martin Cn—F 
Meeker Cn 

Mower Cn 

Murray Cn—F 
Nicollet M 

Nobles Cn—F 
Norman F—W 
Pennington F 
Pipestone Cn—F 
Pope F*—M 
Redwood Cn—F 
Renville Cn—F—S 
Rice Cn 

Rock Cn—F 
Roseau F 

Stearns M 

Stevens M 

Swift M 

Traverse F— W 
Wabasha Cn 
Watonwan Cn 
West Ottertail W 
West Polk F—W—Bar 
Wilkin F—W 
Yellow Medicine F *~M 





Mississippi (23-23) 


Cotton—23 
Alcorn C 
Bolivar C 
Coahoma C 
DeSoto C 
Hinds C 
Holmes C 
Humphreys C 
Jeff. Davis C 
Lee C 
Leflore C 
Madison C 
Marion C 
Marshall C 
Monroe C 
Panola C 
Quitman C 
Sharkey C 
Sunflower C 
Tallahatchie C 
Tate C 
Tunica C 
Washington C 
Yazoo C 


Missouri (24-36) 


Corn—12 

Multiple—4 

Wheat—20 
Atchison Cn 
Audrain M 
Barton W 
Bates Cn—W 
Buchanan W 
Carroll W 
Cass W—M 
Chariton W 


————____—. 


1 Converted to multiple-carryover commodity contracts only. 


Missouri—Continued 


Cooper W—M 
Franklin W 
Henry Cn—W 
Holt W 

Jasper Cn—W 
Johnson Cn—M 
Lafayette Cn—W 
Lawrence Cn—W 
Marion Cn—W 
Nodaway Cn 
Perry W 

Pettis Cn—W 
Pike W 

St. Charles W 
Saline Cn—W 
Vernon Cn—W 





Montana (18-20) 


Barley—2 

Wheat—18 
Blaine W 
Cascade W 
Chouteau W—Bar 
Daniels W 
Dawson W 
Fergus W—Bar 
Hill W 
Judith Basin W 
Liberty W 
McCone W 
Petroleum W 
Phillips W 
Pondera W 
Richland W 
Roosevelt W 
Sheridan W 
Teton W 
Valley W 


Nebraska (40-44) 


Beans—2 
Corn—10 
Multiple—3 
Wheat—29 
Antelope M 
3Janner W 
soone Cn 
Box Butte W 
sutler Cn—W 
Cass Cn 
Cedar Cn 
Chase W 
Cheyenne W 
Cuming Cn 
Dawes W 
Deuel W 
Fillmore W 
Furnas W 
Gage W 
Garden W 
Gosper W 
Hamilton W 
Hayes W 
Hitcheock W 
Jefferson W 
Keith W 
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Nebraska—Continued 


Kimball W 

Lancaster W 

Morrill B—-W 

Pawnee M 

Perkins W 

Phelps W 

Pierce Cn 

Red Willow W 

Richardson Cn—-W 

Saline W 

Saunders Cn—W 

Scotts Bluff B (includes local pro- 
ducing area of Sioux) 

Seward W 

Stanton Cn 

Thayer W 

Washington M 

Wayne Cn 

York W 


New Mexico (3-3) 


Cotton—3 
Chaves C 
Dona Ana C 
Eddy © 


North Carolina (31-32) 


Cotton—5 
Tobaeco—27 

Alamance T 

Beaufort T 

Brunswick T 

Buncombe T 

Caswell T 

Cleveland C 

Columbus T 

Duplin T 

Forsyth T 

Franklin T 

Granville T 

Greene T 

Guilford T 

Harnett T 

Jones T 

Lenoir T 

Lincoln C (includes Oherrydale 
area of Gaston as local produc- 
ing area) 

Mecklenburg C 

Moore T 

Nash T 

Person T 

Pitt T 

Robeson T-—C 

Rockingham T 

Rutherford C (includes local pro- 
ducing area of Polk) 

Stokes T 

Surry T 

Vance T 

Wake T 

Wilson T 

Yadkin T 


North Dakota (53-72) 


Barley—3 
Flax—16 
Multiple—9 
Wheat—44 


North Dakota—Continued 
Adams W 
Barnes M 
Benson F—-W 
Billings W 
Bottineau F—W 
Bowman W 
Burke W 
Burleigh W 
Cass F—W-—Bar 
Cavalier W 
Dickey M 
Divide W 
Dunn W 
Eddy F—W 
Emmons F—W 
Foster F—W 
Golden Valley W 
Grand Forks M 
Grant W 
Griggs W 
Hettinger W 
Kidder W 
LaMoure M 
Logan F—W 
McHenry W 
McIntosh F—~W 
McKenzie W 
McLean F—W 
Mercer W 
Morton W 
Mountrail W 
Nelson F—-W 
Oliver W 
Pembina F—~W-Bar 
Pierce M 
Ramsey F—-W 
Ransom M 
Renville W 
Richland M 
Rolette W 
Sargent M 
Sheridan W 
Sioux W 
Slope W 
Stark W 
Steele M 
Stutsman F—-W 
Towner W 
Traill F-W-Bar 
Walsh F—-W 
Ward F-—W 
Wells W 
Williams W 

Ohio (30-37) 

Corn—7 
Multiple—2 
Soybeans—2 
Tobacco—3 
Wheat—23 
Adams T 
Allen W 
Auglaize W 
Brown T 
Clinton W 
Erie W 
Fayette W 
Franklin W 
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Ohio—Continued Pennsylvania (4-6) 





Greene W 
Hancock Cn 
Hardin Cn—W 
Henry W 
Highland T—W 
Knox W 
Marion W 
Medina Cn 
Mercer S—W 
Montgomery W 
Morrow W 
Pickaway W 
Preble Cn—W 
Putnam S—-W 
Sandusky W 
Seneca Cn—W 
Stark W 
Tuscarawas W 
Union M 

Van Wert Cn*-M 
Wayne Cn 
Williams W 


Oklahoma (22-23) 


Cotton—1 

Wheat—22 
Alfalfa W 
Beckham C—W 
Blaine W 
Comanche W 
Cotton W 
Custer W 
Dewey W 
Ellis W 
Garfield W 
Grant W 
Greer W 
Harmon W 
Harper W 
Kay W 
Kingfisher W 
Kiowa W 
Major W 
Noble W 
Texas W 
Tillman W 
Washita W 
Woods W 


Oregon (11-12) 


Barley—1 
Multiple—2 
Wheat—9 


Baker W 
Gilliam W 
Jefferson W 
Linn M 
Malheur M 
Morrow W 
Sherman W 
Umatilla W-Bar 
Union W 
Wallowa W 
Wasco W 


Corn—1 
Multiple—2 
Tobacco—1 
Wheat—2 
Chester Cn—W 
Lancaster T—W 
Lebanon M 
Somerset M 


South Carolina (16-20) 


Cotton—10 
Tobacco—10 
Anderson C 
Chesterfield C-T 
Clarendon C-T 
Darlington C-T 
Dillon T 
Florence T 
Georgetown T 
Greenville C 
Horry T 
Marion C-T 
Orangeburg C 
Pickens C 
Spartanburg C 
Sumter T 
Williamsburg T 
York C (includes King Mountain 
area of Gaston, N. C., as local 
producing area) 


South Dakota (40-49) 


Barley—1 


Corn—7 
Flax—7 
Multiple—10 


Wheat—24 
Beadle W 
Bennett W (includes local produc- 

ing area of Shannon) 
Bon Homme M 
Brookings Cn-F 
Brown F-W 
Campbell W 
Clark F—-W-Bar 
Clay Cn 
Coddington F—W 
Corson W 
Day M 
Deuel M 
Dewey W 
Edmunds W 
Faulk W 
Grant F *-W'-M 
Hamlin M 
Hand W 
Hutchinson M 
Jones W 
Kingsbury M 
Lake M 
Lincoln Cn 
Lyman W 
MeCook M 
McPherson W 


contiemmgadiijianent 
1 Converted to multiple carryover commodity contracts only. 
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South Dakota—Continued Texas—Continued 


Marshall F—-W Bell C 


Mellette W 
Miner M 
Minnehaha Cn 
Moody Cn 
Perkins W 
Potter W 
Roberts F-W 
Spink W 
Sully W 
Tripp W 
Union Cn 
Walworth W 
Yankton Cn 


Tennessee (39-39) 


Cotton—9 
Multiple—3 
Tobacco—-27 
Carroll C 
Claiborne T 
DeKalb T 
Dickson T 
Fayette C 
Franklin M 
Gibson © 
Grainger T 
Greene T 
Hamblen T 
Hardeman C 
Hawkins T 
Haywood C 
Johnson T 
Loudon T 
MeMinn T 
McNairy C 
Macon T 
Madison C 
Marshall T 
Maury T 
Monroe T 
Montgomery T 
Obion M 
Putnam T 
Robertson T (includes local pro- 
ducing areas of Cheatham and 
Davidson) 
Sevier T 
Shelby C 
Smith T 
Stewart T 
Sullivan T 
Sumner T 
Tipton C 
Trousdale T 
Unicoi T 
Washington T 
Weakley M 
Williamson T (includes local pro- 
ducing area of Rutherford) 
Wilson T 


Texas (35-40): 


Cotton—26 
Wheat—14 
Bailey C 


Brazos C 
Castro C-W 
Collin C—-W 
Cooke W 
Denton W 
Ellis C 
Falls C 
Fannin C 
Floyd C-W 
Foard W 
Gray W 
Grayson C—-W 
Hale C—-W 
Hill C 
Hockley C 
Hunt C 
Jones W 
Knox W 
Lamar © 
Lamb C 
Limestone C 
Lipscomb W 
Lubbock C (includes local pro- 
ducing areas of Lynn and Garza) 
McLennan C 
Milam C 
Navarro C 
Nueces C 
Potter W 
San Patricio C 
Stonewall W 
Swisher C 
Travis C 
Williamson C 


Utah (44): 


Multiple—1 
Wheat—3 
Box Elder W 
Cache W 
Hmery M (includes local producing 
area of Uintah) 
Utah W 


Virginia (15-15) 


Tobacco—15 

Appomattox T 

Brunswick T (includes local pro- 
ducing area of Greenville) 

Campbell T 

Charlotte T 

Cumberland T 

Dinwiddie T 

Halifax T 

Lee T 

Lunenburg T 

Mecklenburg T 

Pittsylvania T 

Prince Edward T (includes local 
producing area of Cumberland) 

Russell T 

Seott T 

Washington T (includes local pro- 
ducing area of Smyth) 
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Washington (12-14) Wisconsin—Continued 
Barley—1 Columbia Cn 
Beans—1 Dane Cn—T 
Wheat—12 Fond du Lac M 
Adams W Grant Cn 
Asotin W Iowa Cn 
Benton W (includes local produc- Lafayette Cn 
ing area of Yakima) Pierce Cn 
Columbia W Sauk Cn 
Douglas W . Trempealeau Cn 
Franklin W Vernon T (includes local produc- 
Grant B—W ing area of Crawford) 
Klickitat W Wyoming (3-5) 
Lincoln W Beans—1 
Spokane W Multiple—1 
Walla Walla W Wheat—3 
Whitman W-Bar Goshen B—-W 
Wisconsin (10-11) Laramie W 
Corn—S8 Platte M—W 
Multiple—1 


Tobacco—2 
The tabulation below shows the types of tobacco that are insured for the 1956 
crop year in the various States and the percentage of the State acreage of each 
type grown in the counties in which crop-insurance programs are being operated : 


State and type Percent | State and type Percent 
Connecticut : North Carolina—Continued 

Re i sinieincenn ae cenndaee 89 WG sn cu nteh tele saees | FI 

il Rinvctid ie niiaticsmnaiiantabeenipeseieae tal. 97 ae es Sainansé” 16 
NT UN os cncniinanabchnbinmeemeiet, we) Olle f bon. ke. ahaa | 6S 
CE on ci eeetcentln 71} Pennsylvania: T Wi wshiesll of 
SE SFI ccs nnccindiniginaeatintliamebin 0| South Carolina: T-13...2.--.:.. 98 
Kentucky : Tennessee : 

NPI a cncaiits ubinitiicsoanits Albaidiiaditestvattaith, 63 ewe dite Dicical. 83 

Eo - nins cess crsivinistalceiielbaymapitianiimaialls 84 sia atten csc diiantae. Eee 

STI 1 ni ineiensin ei eeeaaed ARN 54 T-9s .. mak 6S 

ad 88| Virginia: 

I i niin Seckinieteleteahth Neila cain 25 3) | os steht 66 
BROT OHNE 1D Ok... Sintinnciiiennne 37 eS So nec ee 62 
Massachusetts : it cle km ioe «OF 

I  . iccnneccivihasteagiieeniict 0 PO See pare cS nkecnii ne a 11 

a Bt 53 | Wisconsin: 

North Carolina: hd od otint caiaivinnatmeaa. €t 

ITE a essscees nictaseicdenenirnthasatiainsithiiias Maiti 85 A 2 acerca Bis 66 

NN censuses ining nl 7 


POLICY OF PROGRAM EXPANSION 


Mr. McLain. Again this raises a question. Our board has felt, be- 
cause of the fact that we haven’t shown a favorable picture, that we 
should not expand much further until we can get this thing on a sound 
basis. Now, if there are other directives from this committee, we 
would like to know it, because it is a serious question. 

Mr. Wuirren. In view of the problems that we have as shown by 
the record here, 50 new counties per year might be considered as fair 
progress. As long as the Congress is going to make direct grants to 
disaster areas, in leu of what they get ‘out of the crop insurance, lots 
of counties might figure they would just rather wait and take their 
chances on Congress giving them something directly under one guise 
or another rather than to pay premiums. 

Mr. McLain. The reason [ raise this question is that we are under 
pressure by very responsible people in the Congress occasionally to add 
counties in the various areas that represent greater than normal risk. 
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Mr. Wuirren. This is set up on an experimental basis and has been 
handled on the basis of adding a few counties each year. I think the 
Department should add a reasonable number of counties each year as 
long as the Congress keeps it going. I am not going to say how 
many new counties. It strikes me 50 new counties a year is perhaps 
a reasonable increase. But I think if I were in your position I would 
recommend to the Congress each year an expansion. If the Congress 
feels it has proven itself, it might agree, if it feels perhaps it hasn’t, 
it might cut the program out. But as long as you have it and it is 
alreé udy a 10-year trial program, I figure you are obligated to con- 
stantly expand it. 

Mr. McLain. We want the record straight so that we have direc- 
tion. 


INDEMNITIES PAID ON ACREAGE PLACED IN SOIL-BANK PROGRAM 


Mr. MARSHALL. You have raised a question here that I would like 
to ask: In working with the corn-insurance program in the drought 
area many of those farmers in that area took advantage of the soil 
bank as a matter of collecting payments. 

Mr. McLarn. That is right. Of course, that can’t happen again 
after 1956, unless they are gambling ahead of planting time that they 
are going to have bad weather. That element is in it: yes. 

Mr. Marswaty. How did you handle that last year as far as crop 
insurance is concerned, and how did you handle that sort of ar- 
rangement ? 

Mr. McLarn. Will you answer that, Mr. McCartney ? 

Mr. McCartney. Last year they received their payment for loss, 
if they had a loss, then if they put it in the soil bank they were 
also paid from the soil bank. so they really received two payments. 

Mr. Marsuaty. As I recall, the way you determined the loss for 
crop insurance purposes was to appraise the standing crop. 

Mr. McCartney. That is right. 

Mr. MarsHatnt. Which you would have to do before this crop is 
destroyed to go into the soil bank. 

Mr. McCartney. That was the problem we had last year, of course. 
So much of it was going into the soil bank in such a’ rush that we had 
to use some other methods of doing it. 

Mr. Marsuarn. Just how did you do it? That is what I am in- 
terested in. 

Mr. McCartney. We had worked out an agreement which the in- 
sured agreed to. Because it was just impossible for our adjusters to 
go out and make the appraisal within a few days. So he agreed that 
where he put acreage under the soil bank, we would take the ap- 
praisal of the remainder of his corn. In case of a loss—we would 
appraise the soil-bank acreage the same as we appraised the rest of 
his fields. So if he had 15 bushels per acre, on the rest of his field, we 
would appraise 15 bushels per acre on the part that. went into soil 
bank. 

Mr. Marswatr. Now, realizing that you were under a proposition 
there that required some determination, he naturally would have put 
the land in the soil bank that had the poorest prospect of a crop on it; 
would he not? 
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Mr. McCartney. Yes. 

Mr. Marswaty. Therefore, when you take his average yield on the 
remaining part of his corn, he would have been putting himself in the 
position of accepting less, would he not, on his msurance? 

Mr. McCartney. He actually was, but we didn’t know how else to 
do it. We figured that was the only way we could do it. At one time 
the soil bank was quite fluid, and it was not definite which way they 
were going. We heard that when acreage was placed under the soil 
bank, they would have to destroy it all. We figured that under the 
emergency that was the only way we could do it and be fair with 
everyone. 

Mr. Marsuatu. Did you have any difficulty in making any settle- 
ment with the insured on the crop insurance / 

Mr. McCartney. We are having a few. 

Mr. Marsuati. About how many? ° 

Mr. McCarrnry. Speaking percentagewise I would guess roughly 
5 percent or less. 

Mr. Marswatyi. About 5 percent? 

Mr. McCarrnry. Yes. 

Mr. MarsHatyu. Where you didn’t have a problem of this kind your 
claims would have all been settled by this time. 

Mr. McCartney. I think most of them would. Practically all of 
them are settled now. 

Mr. Marsnaty. This 5 percent, what recourse do they have? 

Mr. McCartney. We have held to that agreement. We didn’t see 
how we could go ahead and make an exception for those insureds who 
objected to it, and then not take care of the insureds who didn’t object. 

Mr. MarsHati. You mentioned 5 percent. I wonder if you could 
put in the record the number of claims that you have pending on that 
basis? 

Mr. MoCarrney. We can do that. 

(The information requested follows :) 


STATEMENT COVERING DISPUTED CoRN CLAIMS 


The number of controversial corn claims as reported by States are as follows: 


I ae oh chet 5k ok bbe ths o aba abit hin eed nb hehe bie esd ens ee a a ee | 
Prise bac aaeataitied aiadiens a a a Se. 

ceed c distin eicius eign esis tx'guiac afeimas eeiairasiir tind axes Accom anaes casei eames ieiticins Pe 
ta aa ei i i alae tail on ee oe Be 200 


1The plus 50 listed for Iowa are the number of claims signed by insureds based on the 
soil-bank agreement under protest. However, these are still considered as controversial 
depending on the outcome of pending litigation. 


SCOPE OF TOBACCO PROGRAM 


Mr. Natcuer. You gentlemen know the States that produce to- 
bacco, and in the information that you are furnishing for the record 
pertaining to the year 1953 that I called your attention to a few 
minutes ago, I am very much interested in this information showing 
coverage as to those States and counties producing tobacco. I have 
in mind if there is any change from 1953 showing coverage I would 
like for that information to show. 

Mr. McLain. Yes. 
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Mr. Natcuer. And if your coverage has increased from 1953 
through the year 1956 I would like for that to show. 

Mr. Fretts. You mean by coverage, the areas? 

Mr. Narcuer. The areas, that is correct. Now, your tobacco pro- 
gram apparently has proven successful. It seems to me that this 
information you submit for the record should show all territory that 
is covered and that portion of tobacco territory that is not covered 
that probably should be in this program. ‘That is what I have in 
mind. 

(The information requested is as follows :) 


EXPANSION OF TOBACCO INSURANCE 


The tobacco crop insurance program has expanded from the 13 counties in 
which the experiment was started in 1945 to 143 counties in 1956. The follow- 
ing chart illustrates the rate of expansion by years and the listing that follows 
the chart shows the counties added in each State since 1953 when heavy losses 
were paid: 


EXPANSION OF 
oe TOBACCO CROP INSURANCE 
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Counties added to the tobacco-insurance program from 1954 through 195; 


| 1956 


| 1954 1955 1Y 
_ — a. — 
| | } 
Connecticut Toh ce (1) (1) 
Florida Columbia 
Georgia - - | Colquitt. - | Bacon... Wheeler 
| Irwin | Worth 
| | Jefferson Davis | | 
Pierce | 
Tift 
Toombs 
Kentucky Adair. | Allen Jath 
Christian | Grant Clark 
Lincoln. Green Garrard 
| Mercer Harrison Nicholas 
Owen. | Metcalfe. - Scott. 
Todd | Pendleton 
| | Warren | 
| Washington 
Maryland_-___- | Z3 Calvert. 
| | | Charles. 
Massachusetts........| (2). | () (2). } (2), 
North Carolina Granville | Harnett .. | Brunswick | Johnston 
| Robeson. Sampson 
Warren 
Wayne 
Ohio- Adams 
| Highland 
South Carolina Clarendon Chesterfield Georgetown 
| Sumter. 
Tennessee Grainger - Monroe 
Macon Stewart 
Marshall Trousdale 
Sullivan Unicoi. 
Virginia Russell Cumberland 
Scott | Prince Edward. 
1 Local producing areas of Tolland County, Conn., and Hampden County, Mass., included under Hart 
ford County beginning in 1954. 
2 Local producing area of Franklin County included under Hampshire County program beginning i 


1954. 


Mr. Cosy. Tobacco is unique, I think. We started in Loss; and to 
my knowledge we have lost only one tobacco county. 
done anything but increase since then. 


think there was only one county dropped. 
Mr. Natcuer. You only lost one. 


have increased the territory / 


We have 


I want to check that, but I 


nevel 


Can you tell me how much you 





Mr. Corsy. This was a very small tobacco county with a very smal! 
allotment, two or three thousand acres. There just wasn’t enough 
interest. Otherwise, we have either remained the same or added 
counties. Offhand, I couldn’t tell you. But we have been in the 
burley area in Kentuc ky, and in some of the flue-cured area in G reorgi: \ 


and Florida and in North Carolina, but we can get the information 
for you. 
Mr. Natcuer. Fine. 


COMPARISON OF SOIL BANK AND CROP INSURANCE PAYMENTS 


Mr. Wuirren. Mr. McLain, I note that lots of money was paid out 
in various sections of the United States last year through the soil bank 
on land where the crop was clipped, hoed or plowed “under in areas 
where it was quite evident that there would really be no crop. 1 
would like for you to put in the record a comparison between what 
you paid out in those areas for crop insurance and the amount of 
money that was paid out under each section of the Soil Bank Act. 

Mr. McLary. By States? 
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Mr. Wuirren. By States, yes. The reason for that is, how- 
7 ever much you have lost through the crop insurance program, it might 
be figured in terms of mills as against the amount of money the De- 


partment and the Congress have paid out under other programs. 
Mr. McLain. We will be glad to do that. 
(The information requested follows :) 


1956 soil bank acreage reserve payments compared to 1956 crop insurance experience 


Area and State 


Northeast area: 


| FCIC in- 
} demnities 


| 
FCIC pre- 
miums 
| 
| 


| 
| 
| 
| 
| 


FCIC sur- 
plus or de- 
ficit 





Soil-bank 
payment 


| 
Nliieis $65,747 | $290,9°4| $225,237] $21, 457, 149 
lowa : 2, 67°, 152 } 1, 179, 1338 | —1, 499,019 51, 407, 307 
Indiana _----- 5 Lee ball 92, 277 | 171, £06 | 79, 529 9, 701, 491 
Michigan - 53, 247 | 66, 102 | 12, 855 3, 527, 249 
Minnesota ae 328, 645 | 1, 115, 670 | 7° 7, 025 9, 967, 212 
Wisconsin melt ‘ 76, 025 148, 217 72, 192 3, 046, 107 
Missouri Sa 1, 011, 397 619,226 | —392,171 | 9, 441, 307 
Ohio. | 212, 710 205, 825 | —6, 885 | 7, 936, 260 
Total pethark.. is | 4, 518, 200 | —721,237] 116,474,682 


southwest area: 
Colorado 





3, 796, 963 




















4, 170, 505 1, 444, 600 —2, 73 4, 472, 718 
Wyoming 305, 522 150, 059 —155, 463 182, 890 
Pexas_ 4 | 1, 154, 675 928, 566 — 226, 109 23, 209, 312 
New Mexico... - 17,017 | 83, 127 | 66, 110 1, 279, 741 
California 31, 894 | 158, 791 | 126, 897 849, 421 
Arizona. 5, 986 | 28, 921 | 22, 935 282, 780 
Kansas 3, 463, 189 2, 351, 981 —1, 111, 208 7, 684, 660 
Oklahoma 468, 473 694, 985 | 226, 512 4, 598, 220 
rt Total 9,617,261 | 5,841,030 | —3, 776, 231 42, 559, 742 
it Northwest area: 
Washington 87, 335 327, 095 183, 823 
Oregon 59, 395 | 186, 399 173, 620 
Idaho. 125, 693 | 163, 289 | 733, 318 
to Utah 66, 520 | 99, 655 | 263, 913 
Montana 968, 715 | 1, 432, 296 1, 671, 191 
er Nebraska 6, 176, 507 2, 242, 810 _ 31, 930, 945 
[ North Dakota 1, 923, 98 3, 479, 463 | 13, 124, 519 
South Dakota 3, 493, 957 | 1, 530,369 | — 14, 096, 590 
Total 12,902,053 | 9, 461,376 | —3, 440, 677 62, 177, 919 
ou ies | = 
Southeast area: } | 
Alabama 22, 075 | 181, 504 | 159, 429 | 1. 330, 550 
al) Florida. - 68, 756 | 169, 912 101, 156 | 347, 352 
| Georgia 70, 861 | 172, 565 | 101, 704 1, 469, 033 
oh Mississippi 27, 016 | 246, 934 219, 918 744, 830 
© Arkansas 6, 382 117, 820 | 111, 448 1, 126, 340 
ed Louisiana & | 45, 622 94, 289 | 48, 667 1, 665, 805 
he North Carolina- - | 230, 514 | 863, 205 632, 691 3, 650, 210 
. Tennessee 167, 848 345, 229 | 177, 381 1, 913, 295 
ria Kentucky 82, 885 244, 348 163, 463 6, 812, 88 
- South Carolina 152, 804 | 263, 298 | 110, 494 899, 044 
on Virginia Suan of 39, 732 258, 200 | 218, 468 | 622, 918 
Connecticut. - - - .-- nin 17, 000 53, 906 | 36, 906 1, 311, 802 
Maryland Sisijiist > Bc. Ge 79 | 7,812 | 7, 733 | 910, 925 
Massachusetts... .__- 7 40, 000 | 13, 579 | —26, 421 | 717, 914 
Pennsylvania. - 28, 707 | 40, 040 | 11, 333 | 581, 446 
TE iain cle ung | 1, 000, 281 3, 074, 651 2, 074, 370 | 24, 104, 352 
Grand totel.....c..-..~<<.s. 28, 037, 795 22, 174, 020 | — 5, 863, 775 | 245, 326, 695 
yut |e pnereeenanyfeeensepeertneminses canine a pyre 
nk | 246, 043, 410 
' ' ' 
PAS a ee f 7 a sae. oer 
| ? Figure includes soil-bank payments for 9 States in which FCIC does not operate an insurance program. 
Lat 


ot 
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CROP INSURANCE UNDERWRITING 


Mr. Horan. I would like to know more about the success in devel- 
oping some sort of an experience table, actuarily in this 10-year ex- 
periment. 

Do you make any attempt to superimpose the experience in any 
given area on any given crop against what the results might have 
been had all of that given commodity’ s production been insured na- 
tionwide ? 

Mr. McLatrn. Mr. Fretts, will you answer that? 

Mr. Frerrs. No; we do not try to compare it with what the picture 
would have been had a crop been insured on a national basis. 

Mr. Horan. I notice that you have pretty much lumped the appli- 
cation of crop insurance within a comparatively few States. 

Mr. Frerts. Our liability is concentrated in several States; that is 
correct. 

Mr. Horan. Mr. McLain’s statement says— 

Notwithstanding the adverse effects the drought has had on the Corporation's 
overall operations, there are many instances which indicate the feasibility of 
the eventual development of a sound system of all-risk crop insurance. 

Why did you make that statement ? 

Mr. McLarn. Because we have many areas, many States where the 
loss ratio has been very favorable. You would expect that, I think, 
Mr. Horan, with a country that has as wide a diversity of weather con- 
ditions and so forth as we have here. Are you interested in seeing the 
breakdown by States as to whether-——— 

Mr. Horan. Very much, because I do know this, that we only pro- 
gress in any field of endeavor by constructive criticism. There are 
many polite today that feel that the best farm program is not the 
one we have but one based upon insurance. You make the statement 
that the.eventual development of a sound system of all-risk crop in- 
surance is underway. 

Mr. McLatrn. I think it can be safely said that if we had the cover- 
age that we ought to have under this program and could get the rates 
set in various good areas low enough, that would attract participation, 
and in bad areas high enough that they would pay their own way, 
that as Congressman Whitten has pointed out here it would be 
means of solving a lot of problems that we are now handling in eltheet ar 
ways. But we are not, in my opinion, far enough along yet that we 
can do this because we don’t have enough experience that we can tie 
to and, furthermore, I think there isn’t anyone in this room that would 

rant to put participation in the program on a compulsory basis. One 
of the ordilane we have, of course, is in areas where disasters are 
severe and of long duration. There is no way of compelling every 
body to take this insurance, even if we wanted to. If we get the rate 
up high, a lot of people say, “I can’t pay for it; I will stay out; I 
will get my assistance in some other way.’ 

Mr. Horan. Of course, we have had to keep the rate high where the 
liability or the risk was greatest. It is my understanding that the 
rate was almost prohibitive in the 14 counties in Colorado, New Mex- 
ico, and Texas when you abandoned the program in those areas. It 
is possible that with a broader base you could have had an acceptable 
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premium even in high-risk counties if you are doing to do it that way. 
I just would like to see some evidence of development of an experience 
table upon which to broaden the program. I wonder if you could put 
something like that in the record ¢ 

Mr. McLain. I think we could furnish for the record a State break- 
down of these loss and premium payments. That is what you had in 
mind; wasn’t it? 

Mr. Horan. Yes. 

(The information requested is as follows :) 
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Mr. Horan. I am very anxious to see an all-risk, all-crop insurance 
program. Either abandon it or enlarge it, one or the other. That is 
what the act of 1947 was intended to ‘do; experiment with the possi- 
bility of enlarging on crop-insurance program. We have the old line 
companies operating in—well, many people insured their apple crops 
last year. We did msure them against hail, and we had hail. 

Mr. McLaty. You don’t have an all-risk crop insurance. 

Mr. Horan. No; just hail insurance. But I suppose it would be 
possible. I think in some ways perhaps we ought to broaden it so 
that we can have both irrigated and dryland counties insured, I think 
one would offset the other, and it would make the overall picture look 
good. It seems like you have concentrated your risk in areas where 
failure over a 10-year period was almost certain one year or another, 


DIVERSIFICATION OF RISK 


Mr. McLain. Of course, it gets to the point where, as I have indi- 
cated in the testimony here, ‘and it has been said before, that any 
expansion we feel should be made should not be just in the high-risk 
areas. We ought to get counties in other areas that are not high risk 
in order to truly reflect. the whole situation throughout the United 
States. Now, hail companies are set up to serve a particular area, 
and they take care of this division by areas. They limit the participa- 
tion in their high-hazard areas and try to step it up, if they are well 
managed, in the low-hazard areas. That is the way they make money. 
It seems to me if this program is ever going to work we have got to 
have it so diversified that the same thing can happen, because these 
drought conditions that have hit these several States have hit them 
several years. Maybe one of these times it will start raining out there 
and it will rain for 6 years. ‘Then our problems will be somewhere 
else. 

Mr. Horan. Of course, that is predicted for the drought area for 
the immediate future. 

Insurance is supposed to take care of the vicissitudes of the farmer, 
weatherwise and otherwise. We had difficulty in our apple orchards 
out our way because of oe injury, and many people were com- 

pletely without a crop this year. However, had they been paying into 
a kitty over a 10-year period, she would probably be entitled to some 
indemnity. I just would like to see what we have developed by way 
of an experience table that apparently now is encouraging certain of 
the old line companies to come in with their own type ‘of crop in- 
surance. I would like to see a discussion of that. 


APPOINTMENT OF NEW MANAGER 


Mr. Chairman, we haven’t had Mr. McCartney’s biography placed 
inthe record. I wonder if we could have that. 

Mr. Wuitren. We would be glad to have it. 

Mr. McLain. He comes from a good part of the United States. 
Mr. Horan might be interested to know he comes from the northwest 
part of the country. We would be happy to do that. 

(The information requested follows :) 
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BACKGROUND OF Mr. FRANK N. McCARTNEY 


Mr. McCartney was born on a farm in Hamilton, Mont., and spent most of his 
childhood in Idaho and Wyoming. While attending the University of Wash- 
ington in 1935, Mr. McCartney became associated with the Grange Insurance 
Association at Seattle. Activities of the leading farm cooperative insurance 
association reach into the States of Washington, Oregon, Idaho, Montana, Wyo- 
ming, and Minnesota. In 1940, Mr. McCartney was named assistant secretary 
of the association and from 1945 to 1956 he was secretary-treasurer and manager, 
In addition, from 1953 to 1956 he was director of the National Association of 
Mutual Insurance Companies ; from 1950 to 1956, he was director of the National 
Federation of Grange Mutual Insurance Companies ; and from 1946 to 1956, 
he was director and secretary-treasurer of the Grange Printing Co. Mr. Mc- 
Cartney is married and has 2 daughters, 12 and 14. 

Mr. Wuirren. We feel certain he has a fine background and we 
think the record ought to show it. 


MORE RAPID EXPANSION OF PROGRAM 


Mr. McLain, I feel that the committee should give some attention 
in our report to urging on the Department that some survey be made 
to see whether or not many of the various disaster programs could not 
have been better handled if crop insurance had been expanded to cover 
the entire Nation some several years ago. It should consider whether 
in the future it might not be more feasible and more economical to 
perhaps channel some of these various programs through this type of 
vehicle. 

I find no criticism with the budget provisions this time, nor your 
own presentation, but it just strikes me, after all this discussion has 
unfolded, that 10 years should be perhaps a long enough trial run to 
determine whether these other counties should come in. A third of 
the counties have the benefits of crop insurance. At the rate of 50 
counties a year, it would be 40 years before the last county got into the 
program. 

I don’t say that in criticism, because this committee has been a 
party to the program as we have had it. But it is time that we took 
a rather thorough look to see if we shouldn’t make it a national pro- 
gram. I hope the committee will think about that, as well as yourself 
and other members of the Department. 

Mr. McLarty. We will certainly be glad to do that. Of course, 
we have labored under the impression, maybe erroneously—this is the 
reason I raise the question here—that until we had demonstrated that 
actuarially we could operate a program that was sound that you and 
others might have a lot of reservations if we tried to expand it into 
the whole country. 

Mr. Wuirren. I wish to say that this committee, and myself as 
pers has been a party to the very — that has been taken. 

I don’t know of a single year where there has been a single difference 
between the Department’ s recommendations and the Congress. But 
where it reaches a point where a third of the country has it and two 
thirds doesn’t, it might be time to determine whether we have got 
beyond the experimental stage. 

Mr. AnverseN. While I agree with Mr. McLain on his gradual a p 
proach, that would not imply that I was entirely happy at the 5( 
county increase. I would feel better pleased if we could see 100 ad i 
tional counties per year go into the program. That would be my defi- 
nition of a gradual approach. 
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Mr. Frets. We have legislative authority to do that, Congress- 
man. 

Mr. AnbersEN. That is what I understand. 

Mr. Fretts. Exactly 100 counties a year is specified. 

Mr. AnverseNn. I think you gentlemen ——e at least study the 
possibility of increasing by 100 counties a year, because as the chair- 

man has so well stated it would take about 105 years to get all of them 
into the program unless we build up the acceleration just a trifle. 

Mr. McLain. Can I raise this question, then, in line of this dis- 
cussion 4 

Mr. Wuirren. Yes. 

Mr. McLarn. What will be the reaction of this committee if in 
future years here, in this area that is obviously a high hazard area, 
where we have continually had this loss, if we begin moving rates 
up so that in essence it will have the effect of having these counties 
say, “Well, we can’t pay what it costs to get this on a firm basis” 

I dislike being responsible for a program that is operating at a 
deficit, when we are charged with the responsibility of developing a 
sound program. 

Mr. Wuirren. I don’t feel badly about that when I look at how 
much money this Department has spent in the soil bank and other pro- 
grams which cost the Government probably 10 times as much. 

Mr. McLatrn. It isn’t the loss of the money, Mr. Whitten, but it is 
the responsibility I feel we have to come up with a program that can 
demonstrate that it can be self-supporting. 


REVISION OF PREMIUM RATE STRUCTURE 


Mr. Wuirtten. Well, I started off doubting that you could ever do 
that. I say that frankly. I was here when you had the overall crop- 
insurance program, and I have had my doubts from the start whether 
you could ever do it. I didn’t want to say that this crop insurance 
should be compulsory. I meant to tie it to price supports, or something 
of the sort, where to get one you had to get the other. 

It strikes me that the only w ay you can ever hope to do it would 
be to let the premium on each man’s farm, insofar as you can, reflect. a 
figure that would be based on about a 5-year history of that farm. You 
might not be able to break it down farm by farm, but maybe area 
by area. 

Your premiums of necessity are going to have to be tied to the 
farm and the history of that farm insofar as you possibly can. Other- 
wise you will end oe only with the high-risk areas and will lose all 
of the good-risk are 


ANALYSIS OF WHEAT EXPERIENCE 


Mr. Anpersen. Mr. Chairman, Mr. Marshall made one statement 
that I think should be reiterated here, in looking at the overall aspects 
of a program of this nature. I think you said, Mr. Marshall, that 
by all rights we should consider the wheat picture as a pretty fair 
picture. 

Mr. Marsuatu. In my way of looking at the crop insurance, Mr. 
Andersen, I think the wheat picture indicates a good picture. 
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Mr. Anversen. I agree with you. “I don’t think it should be the 
purpose—first, let me show what the picture on wheat is. $110 mil- 
lion has been paid out for indemnities and $102 million, approxi- 
mately has been received as premiums. Now, I don’t think that is 
too much out of line, if we can hold all these crops on some similar 
basis I think when we figure all the good that this program does, the 
thousands of individual farmers nationwide, that that is a pretty 
good program. 

Mr. Wuirten. I would go so far as to say that, if we had had 
some way of having all the farmers in crop insurance, in all the areas 
that we are relieving through soil bank and various other means, the 
farmer might have as much benefit, and the Government might save 
hundreds of millions of dollars, 

Mr. Marswa.t. I am saying that in connection with wheat because 
I understand that wheat, through the Great Plains area, has been 
very seriously affected with this drought condition, where the crop 
insurance, as I understand it, has had a number of counties in their 
program. 

Mr. Frerts. It was in those areas where our losses were greatest. 


COMPARISON OF CROP INSURANCE PAYMENTS TO EMERGENCY RELIEF 
PAYMENTS 


Mr. Wuirrten. I believe it would bring this picture a little more 
in focus to put a table in the record of the total losses of the Crop 
Insurance Corporation for the last 10 years, along with the amount 
Congress has appropriated for emergency relief or emergency relief 
programs during the same period of time. I think you will see that 
it bears very favorably. 

(The information requested is as follows :) 
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Mr. Horan. I was wondering if one of your actuaries couldn’t give 
us a pretty close estimate as to ‘what would have h: appened in the case 
of wheat, for instance, if all wheat, or let us say a sizable majority 
of wheat production, had been under insurance. You can supply that 
for the record, yes. I say that because since 1930 the national average 

roduction of wheat has increased from 12 to 15 then to 18 to 20 
ookaie an acre now, and produced with—well, almost one-third of 
the man-hours. 

Mr. McLarty. That is right. 

(The information requested is as follows :) 


Comparison of actual wheat insurance experience tn experimental counties with 
estimated experience on a national basis for the period 1948-56 


[In thousands of dollars! 


Actual insuranc Estimated national 
experience experience 
Year 
Premium | Indemnity Premium | Indemnity 
1948 $8, 580 $5, 010 $21, 450 | $12, 525 
1949 7,712 | 11, 209 19, 357 | 28, 135 
1950 8, 254 4, 287 14, 610 | 7, 588 
1951 11, 085 11, 732 15, 519 | 16, 425 
1952 12, 441 | 10, 568 15, 924 13, 527 
1953 16, 073 20, 033 19,770 | 24, 641 
1954 12, 983 18, 485 16, 099 | 22, 921 
1955 13, 212 16, 681 16, 515 | 20, 851 
195¢ 11, 325 12, 334 14, 609 15, 911 
7 ie 
Total. ... 101, 665 110, 339 153, 853 | 162, 524 
Loss ratio | 1.09 1. 06 


_ eee - - $e ES 


Mr. Frerrs. Mr. Chairman, you asked for 10 years? That would 
give us 9 years of the experimental program and one year of the old 
program. Would it be more desirable, possibly, to have 9 years rather 
than 10? 

Mr. Wuirren. That will be all right, yes, since this new program 
started. 

Mr. Frerrs. The other year wouldn’t have any significance. 

Mr. Wuirren. That would be fine. I meant for the history of the 
present experimental program. 


ADJUSTMENT OF 1956 CORN. LOSSES 


Mr. Marsuauu. Mr. McCartney, gong back to the discussion that 
we had a moment ago, in making this adjustment on a farm, the 
tenant of a farm signed an agreement as to the amount of loss on his 
farm. What would have happened on that particular farm if the 
landlord had refused to sign the agreement, both being covered with 
crop insurance? : 

Mr. McCarrney. When they refused to sign the agreement, we 
tried to adjust the loss at that time. If they put it under soil bank 

without getting a release from us, then we paid them nothing. 

Mr. Marswat. Would it have been possible that you might have 
had a different loss paid on the farm to the tenant and a different loss 
to the landlord on that basis? 

Mr. McCartney. Well, if we adjusted a loss for one, we tried to take 
care of the other party at the same time. We would much rather 
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adjust both—when we went out for the owner we also tried to settle 


with the tenant. 
Mr. Marsuatv. I am wondering if there were any instances where 
there was a different loss paid to one party, whether it be the landlord 


or tenant, than paid to the others. 
Mr. McCartney. We can certainly look that up. 
Mr. MarsHatu. It could have been possible ? 
Mr. McCartney. Theoretically, yes. We will look it up and see. 
Mr. Marsuauy. Will you put it into the record ? 
Mr. McCarrney. Yes. 
(The material referred to is as follows :) 


There were two instances where the landlord and tenant insured their corn 
and the indemnity payments to each were different because one of them signed 
the agreement and one did not. 


Mr. Wurrren. I wish you would put into the record the justification 
for the various increases that you i iave here, and also give a rather 
detailed discussion of how you ‘handle your contract : sales and i inspec- 
tions and settlements. 

(The material referred to is as follows:) 


JUSTIFICATION OF INCREASES 


(1) Increase of $45,600 under the project, “Underwriting and actuarial 
analysis.” 

One of the most important and difficult phases of crop-insurance work is the 
establishment of rates and coverages. They must be set at a level that will 
produce sufficient premium income over a given period of years to cover indemni- 
ties and at the same time be within range of the farmer’s concept of economy. 
From an insurance standpoint, experience on which rates and coverages can be 
based is extremely limited. 

1958 actuarial workload.—Expansion of the crop-insurance program into 50 
additional counties is budgeted for 1958, at which time there will be 1,050 
county programs. It is estimated that approximately 30 of the 1,000 county 
programs active in 1957 will have to be replaced. Consequently, actuarial data 
for 80 new county programs will have to be developed. In the course of devel- 
oping these data, underwriting histories of approximately 150 counties will have 
to be reviewed in order to select those which appear to be best suited for crop- 
insurance purposes. 

The underwriting experience in 970 county programs in effect for 1957, which 
will also be operative in 1958, will also have to be completely reviewed. In 
these counties adjustments will be made, both on an individual furm basis to 
more adequately reflect the risk of various insured farms, and on a county 
basis where, because of general loss experience in the county, the rates and 
coverages appear to be out of line. 

Effect of recent losses on underwriting work.—Because of recent losses which 
have been experienced, the work of the Underwriting Division has greatly 
increased. Individual county rates must be worked more thoroughly and revised 
more often in order to maintain a proper balance of premium income. Numerous 
additional productivity studies must be made in order to properly evaluate the 
risk in counties where programs are now operative and in new counties in which 
the Corporation proposes to place a program. 

Special study of underwriting experience——In 1958 it is proposed to set up 
a research staff in the Underwriting Division to make studies of all the under- 
writing experience of the Corporation, including the analysis of new farming 
practices. As soon as these studies are completed for each crop, the Corporation 
would then determine what action should be taken from an actuarial standpoint 
to bring present premium rates in line with the findings of such studies. Plans 
for this review have been made pursuant to a resolution adopted by the Board 
of Directors on December 16, 1955. 

Crop production and yield statistics —Historical records of crop production 
on a county basis by farming practice constitute an important phase of the basic 
material used in the development of crop insurance rates and coverages. This 
information is required annually on approximately 22 crops for about 1,050 
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counties. The cost of compiling this information with Corporation personnel 
would be prohibitive. Therefore, contractual agreements are made with other 
Government agencies for supplying this data from records already compiled for 
other purposes. The charges for this service cover the cost of compiling the data 
on a basis applicable to crop-insurance needs. 

(2) Increase of $826,100 under the project, “Contract Sales and Servi icing.” 
Major emp hasis on sales and servicing in 1958. 

The increase budgeted for this project is the largest of the three projects con- 
stituting the Corporation’s budget for the 1958 fiscal year. While all three 
phases of the program (und°rwriting—sales—loss adjustment) are important, 
and must be well administered if a successful crop insurance program is devel- 
oped, increased emphasis needs to be placed in 1958 on the sales and servicing 
of contracts. The emphasis on this phase of the work has these objectives: 

(a) A greater participation in the program in areas where the Corporation’s 
liability is not now so concentrated in order to obtain a better balance of risk. 

(b) Additional premium income to offset the current deficit. 

(c) The development of a more highly trained sales force. 

(dq) A more concerted effort to improve the soundness of the program by 
increased selectivity in the writing of new business. 

Sales and servicing of crop insurance contracts.—Beginning with the 1954 
crop year, the sales and servicing of crop insurance contracts was handled by 
private agents on a commission basis, with a flat fee and percentage of premium 
being paid for each contract in force. 

Service agents.—After 2 yeurs experience with that method of operation, it 
was evident that the regular agent’s plan would not operate satisfactorily in 
all counties. Difficulty occurred in those counties’ where because of low 
premium income, the agent’s commission was not sufficient to interest capable 
agents to handle the program. It was therefore necessary for the Corporation 
to develop other means for performing this work at the county level. In ap- 
proximately 253 counties the program is now being serviced by a service agent. 
This agent, under contractual agreement with the Corporation, is paid a specific 
amount each month to maintain and operate a contract servicing office. The 
necessary field work, including solicitation of new business, is performed by 
Corporation personnel on a per diem basis. Experience under this type of 
operation is not yet sufficient to definitely establish that it is the most economical 
and efficient, but it now appears that this arrangement probably will be best 
suited to the Corporation’s needs in some counties. 

Regular agents.—The program is serviced in 626 counties by regular agents. 
In the counties where the Corporation has been able to obtain capable agents, 
the performance has been most satisfactory. These agents operate on a com- 
mission schedule as follows: 

New contracts: $4+10 percent of premium collected, but not to exceed an 
average of $30 per contract. 

Carryover contracts: $4+5 percent of premium collected, but not to exceed 
an average of $15 per contract. 

Collection of old accounts: 5 percent of amount collected or $4 per account, 
whichever is greater, except that the collection fee shall not exceed 25 percent 
of the amount collected. 

Sharecroppers: $1 for each person in excess of one insured under a contract. 

Increase in agents’ commission rates.—When the sales and servicing of con- 
tracts was transferred to private agents, the Corporation had little or no 
factual data on which to base the commission rates. Therefore, commission 
rates were established at minimum levels so that they could eventually be ad- 
justed upward as additional operating experience indicated the need for such 
action. 

The current agents’ commission rate for the acquisition of new business is 
$4, plus 10 percent of the premium collected. At the current rates, agents’ 
commissions average about 16 percent of premium income on new business and 
11 percent on carryover contracts. There is of course considerable variation 
by individual county. This is well below commission rates paid by commercial 
insurance companies, notwithstanding that because of the nature of the crop 
insurance program, the agent has considerably more work to perform in servic- 
ing the crop insurance contract. Experience has shown that when considera- 
tion is given to the cost of acquisition of new business, current commission rates 
being paid by the Corporation are not sufficient incentive to encourage adequate 
sales effort or to interest capable sales personnel. 
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Therefore, in the 1958 estimate, provision has been made for increasing agents’ 
commissions on new sales to 12% percent on the premium collected. The agents 
will be instructed that the additional compensation is to be applied to the writing 
of new business with greater expenditures being made by them for television 
and newspaper advertising, etc. 

More aggressive sales campaign planned.—Heavy losses experienced by the 
Corporation the past few years have had a marked effect on participation in the 
program by limiting the areas in which new business should be acquired. 

All-risk crop insurance protection with a few minor exceptions, is not available 
to the farmer from any other source than that offered by the Corporation. 
While one of the objectives of the program is to make this protection available 
to as many farmers as possible, due consideration must be given to the risk 
involved in order to carry out the intent of Congress for the development of a 
sound crop-insurance program. The extensive drought which has continued 
for the past several years, has increased the degree of risk in offering crop in- 
surance in many large areas of the country. The Corporation has withdrawn the 
program from some counties and has terminated the acceptance of new business 
ahead of established closing dates in order to exclude participation in the pro- 
gram representing greater than normal risk. As long as these unfavorable con- 
ditions exist, sales programs in these areas will be very limited. 

In addition, a large percentage of the Corporation’s liability now exists in 
the major wheat-producing areas and any damage of general nature to the wheat 
crop is sufficient to influence the Corporation’s experience from a financial stand- 
point for all crops in any one year. 

In order to increase premium income and offset the concentrated risk, addi- 
tional participation must be obtained in other areas and on other crops. Ex- 
perience has shown that insurance is generally more difficult to sell in these 
areas and the premium income per contract is not as high. 

With this situation existing, concerted attention must be given to sales ef- 
forts, both in the 1957 and 1958 fiscal years. Activity in this direction has 
already begun with the development of a specialized sales corps consisting of key 
fieldmen, who have shown in actual operation that they are good salesmen. 
These fieldmen will be used not only for sales, but also for training othr sales 
agents. Previously, sales campaigns were conducted most intensively approxi- 
mately one month before the insured crop was planted. Plans are now being 
formulated for conducting a year-around concerted sales effort in arezs where 
the Corporation considers the risk normal, or better. This phase of the sales 
work will be accelerated during the next two years. 

Need for more highly trained agents.—Despite the fact that there is consider- 
able risk in the production of crops, it has been the experience of the Corpora- 
tion that the farmer generally needs to be convinced that he should have the 
protection provided by crop insurance. This is especially true when the farmer 
is conscious of operating expenses and feels that he must do everything possible 
to reduce them. 

Since the Corporation has been handling the sales and servicing of contracts 
by private agents, it has carefully analyzed the results of sales programs. These 
analyses indicated that sales agents had not been receiving sufficient sp cialized 
instruction and supervision. An individual, to be a good crop insurance sales- 
man, must possess special qualities and abilities to be successful, the same as in 
any other insurance line. 

As an experiment, a few employees who had shown special sales ability, were 
selected and given additional training. After achieving a very satisfactory per- 
formance in their own state, they were transferred to other states to sell insur- 
ance on other crops and obtained similarly good results. 

In order to develop an efficient and economical crew of sales agents, similar 
specialized training must be given to a larger number of fieldmen. This tra‘ning 
plan has already been started and will continue with additional emphasis in 
1958. 

(3) Increase of $51,600 under the project, “Crop inspections and loss adjust- 
ments.” 

Heavy losses increase loss adjustment workload—For the past few years, 
because of the extensive damage which has occurred to insured crops, crop in- 
spection and loss adjustment work has been a major phase of the Corporation’s 
activities. Each time an insured crop is materially damaged, the insured must 
submit a report to the Corporation. A local adjuster then inspects the crop to 
determine the extent of damage. From 1 to 4 inspections may be made on each 
insurance unit during the crop year. 
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Preliminary inspections necessary to eliminate uninsured risks.—Crop inspec- 
tion and loss adjustment work is not restricted to examination of damaged 
crops. During the growing season the Corporation makes preliminary inspec- 
tions of insured farms carrying large liability contracts, and in those instances 
where there is some question as to the quality of the insured’s farming prac- 
tices. The purpose of this type of inspection work is to eliminate poor insurance 
risks on an individual basis and make certain that indemnity payments are 
made only for insurable causes of loss. The loss adjustment workload for the 
1955 crop year was as follows: 











Number of Inspections | Inspections 
Program | loss notices | at request | initiated by 
received of insured | Corporation 

ail lianeenentetnedinnghnieletin-itininenseess one oe —_——|— maeeseetnatoewer 

| 

Beans. - pct S si hdewt Sib add Dinewgehsus se 548 | 517 | 179 
CE siideeh sheen ce shiek Aida demic bvibe eee eee 25 22 0 
Ne lien on ninat Janiieecaiases | 10, 702 10, 325 1, 330 
Cee. =o. Fhe Sesto ; 2, 761 2, 699 1, 618 
+ TaeTh PT EL OMA ERSUAE SAL h ic Aided adigs ills bn | 2 ot | 4, 069 765 
ta cetth chia atid Sd Si nate eee : 17, 733 | 17, 343 | 1, 127 
Soybeans. -__-. ice pe : ae ---| 242 | 230 | 12 
Tobacco Peg Sek TER i eee cok 10, 120 | 8, 668 | 2, 790 
PE eh. OI hE Bh gece acess Sik ea baie 46, 868 | 45, 285 | 6, 990 
tg eka ninprinaanteraaent atl 93, 127 | 89, 158 14, 811 


Loss adjustment organization—The Corporation maintains a force of about 
1,200 loss adjusters to handle this work. They are employed on a w. a. e. 
(when actually employed) basis and are under the direct supervision of key 
adjusters. State directors are primarily responsible for the general supervision 
of loss adjustment work in the field. The district supervisors are responsible for 
loss adjustment work in their areas (from 15 to 20 counties). Loss claims are 
reviewed in the State office and transmitted to the Chicago branch office for 
computation and payment. 

The claims division of the Washington office is responsible for the formula- 
tion of loss adjustment policies and the overall supervision of loss adjustment 
activities in the field. In addition, it handles all loss claims and related special 
cases which cannot regularly be processed under existing regulations and pro- 
cedures. Also, this division is responsible for the compilation of data to be used 
by the United States attorneys in defending the Corporation against suits. 

Funds for loss adjustment work.—Funds budgeted in this project are for the 
cost of loss adjustment work performed in the State, branch, and Washington 
headquarters office. 

The direct cost of loss adjusters are considered as nonadministrative expenses 
and are payable from premium income. Therefore, they are not included in this 
portion of the budget. 

Major improvement in loss adjustment work.—In order to improve the quality 
of loss adjustment work, the Corporation has been developing a small corps of 
well-trained adjusters to perform most of the adjustment work and to serve as 
supervisors when heavy losses in any one area make it necessary to employ 
additional temporary help. Considerable progress has been made toward this 
goal as reflected in the following table: 


1954 crop 1955 crop 
year year 

Mileham whetts tented engl hptiplaanitnialietali si Spies ; : " ; 

Branch office: | 
et ee Sh sweet adda cclvan’ : 67, 208 | 54, 537 
Suspension rate. _.......- nicl Be PE tr percent __| 6. 2 4.5 
Average days to process each claim. ._- TE he ae ee eee ee | 18 5% 


Increased loss-adjustment workload in 1958.—The loss-adjustment workload 
is mainly influenced by the type of growing conditions that prevail during the 
crop year. However, even when normal conditions exist, a certain ratio of 
eontracts in force will be indemnified. Consequently, any increase in contract 
work load also increases the potential loss adjustment workload. For the 1958 
fiscal year the loss adjustment workload relates to the 410,000 contracts budgeted 
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for the 1957 crop year. This is an increase of 85,000 over the 325,000 contracts 
representing the 1957 fiscal year potential loss adjustment workload. 

In addition to the increase of actual loss adjustment work to be performed 
by adjusters, there will be additional work to be performed by those responsible 
for the development of loss-adjustment policy in the headquarters office and 
loss-adjustment supervision at the State and county levels: 

(a) For the next 2 years, efforts to reorganize and improve the loss adjust- 
ment staff will be accelerated. This will also include closer supervision with 
more specialized training of adjusters. 

(6) Losses must be settled in accordance with the provisions of the crop 
insurance contract. Any changes in the contract or the writing of insurance 
on new crops or different farming practices necessitates the preparation of new 
loss-adjustment procedure and policy. When this occurs, the adjusters in the 
field also must be thoroughly instructed in connection with the new or revised 
adjustment procedures. 


(4) An increase of $166,700 is required to meet retirement costs 
under Public Law 854, applicable to the base for 1958. 


SALE AND SERVICING OF Crop INSURANCE 


Federal all-risk crop insurance operations are somewhat unique in the farm 
program picture since they start from an objective of farmers paying premiums 
for this protection which will provide the funds from which to pay those who 
lose money spent in crop production from the many natural hazards beyond the 
eontrol of the best farmers where and when they strike. 

Under this system over the years farmers will pay all or a major part of the 
cost of this program designed to provide basic insurance protection on money 
spent to grow crons. 

Since the insurance program was started and has operated during a period 
when farmers have been offered numerous payments for varying performance 
on their part, such as carrying out conservation measures or not planting erops, 
the fact that to have insurance protection they must pay premiums established 
in line with the risks has made the crop insurance selling job a difficult one. 
It has been hard to get farmers to recognize that they must pay their way 
based on their individual risks under the crop-insurance program when they 
are not required to make cash contributions in order to get benefits under so 
many other parts of the farm program operations. This is frequently illus- 
trated by our salesmen being told by farmers that, “if our crops are that bad, 
the Government will provide us some form of free emergency assistance.” 

While real progress has been made in many counties in getting farmers to 
recognize that the all-risk crop insurance program actually provides them the 
machinery to join together for their mutual protection in a needed and basie 
form of farm insurance not otherwise available, there is still a long way to go 
generally to get crop insurance recognized and utilized as a program that has 
been established to operate on a business-like basis. 


THE PRODUCT 


Before the selling of crop insurance, there is, of course, the job of developing 
the program to be offered in a county or on a crop. This is strictly a field of 
pioneering in farm insurance by the Federal Government since there is no 
private experience of importance to guide this all-risk type of insurance. Major 
progress has been made in developing a reasonably sound insurance offer in 
many instances, but there is still much work to be done in improving the product 
offered farmers so that it is sound, economically attractive, and fills the basie 
need for insurance against crop disaster. In some cases the current problem 
of major importance is improving the soundness of the offer, in others it is 
keeping the operation sound but making it more attractive to farmers generally, 
and in others it is a problem of developing a combination of these two that meets 
the farmers’ need on a practical basis that they can afford. 

After the policy under which the protection is provided has been developed and 
the coverages and rates—the amount of protection and the cost—established, 
the product is ready for sale. 
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SELLING CROP INSURANCE 


The question has frequently been asked why it is necessary to sell crop insur- 
ance. Why don’t farmers sign up as they do for some other programs? 

The answer to this is that in order to have crop-insurance protection they must 
pay premiums. They must buy this protection just as they do other insurance. 
It is not a case of signing up and being assured of a check by doing so. The 
benefits of the program are protection which costs the farmer an annual premiuin, 
with indemnity checks going only to those who have the misfortune to suffer 
crop failure through no fault of their own. It is a way of helping others while 
helping yourself by paying premiums for insurance protection. 

Things that cost money—for which the individual must pay—generally have 
to be sold. Crop insurance is in this category, and its sales job is rendered 
more difficult because there are other programs under which it seems to the 
farmer that the Government offers him cash benefits without requiring that he 
pay part of the cost. 

Experience has proved very definitely that selling is an essential part of the 
insurance operation if it is a sound one. The sounder the insurance offer, the 
more the necessity that it be sold to the farmer on the basis of the value pro- 
vided for the money he must spend. 

The basis of a sound insurance operation is policyholders who carry the pro- 
tection year after year, so that if and when the disaster insured against strikes 
they will have protection. However, the selling job becomes quite simple if the 
offer of insurance protection is left open in the face of mounting hazards to the 
furmer’s chances of producing a crop. This has been repeatedly reflected in the 
past experience of the Corporation when it continued to sell insurance through 
a normal sales period regardless of how much the insusance risk might be in- 
creasing in an area or a county. In the face of threatening disaster, it was not 
necessary to put forth an aggressive sales effort. Farmers came in to sign up 
for insurance under these conditions because the odds were in their favor. They 
aid not feel that they were buying insurance protection but that they were par- 
ticipating in a Government program under which an indemnity check was almost 
certain. They were buying collection instead of protection. 

The development of 2 sound crop-insurance operation requires that the insur- 
ance be sold when risk prospects are normal and withdrawn in the face of de- 
teriorating prospects which change this phase of insurance work from selling to 
order taking. 

In many counties remarkable progress has been made in selling the idea and 
value of crop insurance so that the bulk of the policyholders continue in the pro- 
gram from year to year. However, there is still a major job to be done in many 
counties and areas to get farmers to keep their insurance in force on a continuing 
basis instead of trying to guess what their luck will be with future cropping 
efforts. The selling job requires specially trained and qualified personnel. The 
Corporation is developing an increasing number of field employees who are able 
to improve the volume of business in their areas, but is faced with a constant 
problem of retaining the best ones since its sales work necessarily is seasonal. 
After the prospect has been sold and signs an application, work on the normal 
insurance contract is larrely completed unless there should be a loss. This is 
not the case in crop insurance. 


ACREAGE REPORTS 


The amount of protection and the premium under a crop-insurance contract are 
not established until the insured plants the crop. After planting, he must report 
his acreage and interest in the insured crop in order to put his protection into 
effect. The amount of his protection is determined by the acreage planted and 
his interest in the crop. The same is true of the premium. 


PREMIUM PAYMENTS 


After the insured’s acreage report has been propely filed and processed, he 
is billed for the premium. The Corporation operates with a very lenient credit 
policy on the insurance premiums in order that farmers whose finances would 
prevent them from paying cash may have the benefit of the insurance protection 
and can pay for it out of the proceeds from the harvested crop if need be. 
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The financial position of many farmers makes this a logical and needed policy 
in order to carry out the basic purpose of the insurance. On the other hand, 
it complicates the insurance problems from the collection and cancellation 
standpoints. When people pay for insurance in advance, they have and retain a 
clearer understanding of the value of the protection that they have bought and 
paid for. On the other hand, when they pay for their protection after the risk 
is run, their understanding and appreciation of the value of the protection that 
they bought is rather adversely affected by the premium payment that they still 
must make for protection already provided. 


ADJUSTMENT OF LOSSES 


The adjustment of crop insurance losses involves an on-the-farm inspection 
by a loss adjuster. These inspections fall into two general categories: those 
which are made during the growing season as a result of substantial damage to 
the crop, and those which are made after harvest of the crop or the time when it 
is known that a harvesting operation will not be performed. 

Inspections occur as a result of insured farmers giving notice to the Corpora- 
tion of substantial damage or loss. 

In the case of growing-season inspections, it is usually not possible to com- 
plete a loss adjustment. Most of these inspections are made because the insured 
farmer wants permission to use the acreage of the damaged crop for some other 
purpose. The adjuster’s job on these occasions is to inspect the damaged crop, 
decide whether to permit the acreage to be put to other use, and appraise any 
potential production which might result if the crop was left for harvest. 

After harvest the losses must be adjusted. The adjuster’s duties at this time 
are many and his methods are varied. He must determine that the loss occurred 
from a cause insured against and make allowances for any part of the loss due to 
poor farming practices or other uninsured causes. He has to determine acreage 
which often requires actual measurement. He has to determine the insured’s 
actual interest in the crop. He has to inspect the acreage to determine the 
amount of protection applicable to the acreage according to its location and the 
use of the land and to see that it was harvested properly. He may want to com- 
pare the amount of production per acre with that of adjacent farms, and he 
may want to make other inquiries. He has to appraise any production left in the 
field or unharvested and he has to determine the harvested production. 

In determining the production harvested, the real problem is to find all of it, 
since failure to account for all of it means overpaying the loss. The adjuster 
usually measures the harvested production stored on the farm and gets records 
of sales. But this alone is not enough. Some of the production may have been 
fed to livestock before he arrived. Sometimes part of it may have been sold 
to an undisclosed buyer or delivered to a different place. Occasionally the 
farmer fails to report it all unintentionally. There also are occasions where 
the farmer does not report it all intentionally. It is the adjuster’s job to be 
certain that nothing is overlooked and to satisfy himself that he has found the 
total production. 

The adjuster’s work requires skill and judgment. Adjusters are usually 
farmers or persons who have been farmers. This is the basic knowledge. When 
hired, they are given training in the crop insurance program and methods of 
adjusting. Sometimes an adjuster serves only 1 county, but it is also common 
practice to use them over a territory larger than 1 county. Their work is super- 
vised and “spot checked.” They work under the supervision of a district super- 
visor or a “key adjuster.” It takes experience for an employee to become a good 
adjuster. The Corporation has many adjusters who have performed this work 
for years. As ability is developed they are usually given greater responsibilities 
and often work over wider territory in their own State, and sometimes tempo- 
rarily in other States. Some with proven ability above the average are desig- 
nated as “key adjusters” to assist the district supervisor in handling especially 
difficult cases, making investigations, training and supervising adjusters, and 
“spot checking” the work of other adjusters. 


Mr. Wuirten. That is all. We wish to thank you for your ap- 
pearance. 

We don’t mean to be critical of your handling of this program at all. 
We have been in this thing together and we have a real problem. 
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FARMERS’ HOME ADMINISTRATION 


WITNESSES 


KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL CREDIT SERVICES 

KERMIT HANSEN, ADMINISTRATOR, FARMERS’ HOME ADMINIS- 
TRATION 

HENRY C. SMITH, DEPUTY ADMINISTRATOR, FARMERS’ HOME 
ADMINISTRATION 

CHARLES C. BARNARD, DIRECTOR, BUDGET AND STATISTICS 
DIVISION, FARMERS’ HOME ADMINISTRATION 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET 
OFFICER, DEPARTMENT OF AGRICULTURE 


Loan AUTHORIZATIONS 


Program and financing 


1956 actual 1957 estimate | 1958 estimate 


! 
Program by activities: 


1. Farm ownership loans $18, 999,999 | $24, 000, 000 $50, 000, 000 
2. Farm housing loans i 3, 760,035 | 30,000, 000 50, 000, 000 
3. Farm operating loans (production and subsistence | | 
loans) : a ..-.-| 137,499,999 | 180, 000, 000 130, 000, O04 
4. Soil and water conservation loans 1, 321, O89 5, 500, 000 5, 500, 000 
Total obligations ‘ 3 7 161, 581, 122 239, 500, 000 285, 500, 04 
Financing: 
Unobligated balance of authorization to expend from 
debt receipts brought forward : —92,183 | —1, 332,148 | —421, 332, 148 
Unobligated balance of authorization to expend from | 
debt receipts carried forward ; 1, 332,148 | 421, 332, 148 371, 332, 148 
Unobligated balance no longer available “2 __-_| 10,178,913 
Authorization to expend from debt receipts.............| 173, 000,000 | 659, 500, 000 235, 500, 004 


Condensed statement of income and expense and financial condition 


taltlns inated ch . -- 
1956 aetual | 1957 estimate | 1958 estimate 








For the fiscal year: 
Lending operations: 





Income: 
Interest on loans ; a = ..-| $27, 605, 793 $31, 317, 260 $33, 064, 380 
Other income : mond. ee 108, 235 . ~ 
a | —_—— | —_____ — 
OO INO init nib bivebbl ok ..---| 27,714,028 | 31,317, 260 | 33, 064, 386 
|e = —_ 
Expense: } | 
Interest on borrowings L 3, 265, 906 | 4, 080, 000 6, 630, 000 
Losses and writeofts 5 - | 16, 623, 196 18, 650, 940 18, 446, 500 
Other expense _ _. i al 37, 584 350, 000 300, 000 
Increase or decrease (—) in allowance for losses: 
Loans.... .f / ...| —4, 658, 405 —4, 873, 552 —1, 820, 000 
Interest and other : ...-| 4,895,011 | ~—4,491,305 | —4, 705, 600 
Total expense _-- : ie 10, 373. 270 | “43. 716. 083 | f 18 50, 900 
Net income from lending operations._- | 17,340, 758 17, 601, 177 | 14, 213, 480 
Administrative expense (provided by annual appropriations) 26, 516, 097 } 27, 695, 000 29, 914, 000 
Cumulative to end of fiscal year: ee | 
Lending operations: | 
Net results of prior year operations 104, 235,443 | 121, 576, 201 139, 177, 378 
Net income for year__._- 17, 340, 758 17, 601, 177 14, 213, 48¢ 


Total lending operations | - 121, 576,201 | 139,177,378 | 153, $00, 858 
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‘Condensed statement of income and expense and financial 


1956 actual 





Administrative expense (provided by annual appropriations): 
Prior year expense $234, 406, 504 
For the year. 


Total. 260, 922, 601 
Assets 
Cash Me ee 4 45 ae 
Interest on loans and accounts receivable (net) _. 
Other current assets - -- 7 i aml 
Total current assets 
Loans receivable 
Allowance for losses on loans receivable (—) 
Fixed property and equipment (net) 
Judgments and acquired security (net) 





<ul 


121, 810 
1, 406, 079 


Total assets 
Liabilities: Current 1, 996, 740 
Investment of U. 8. Government: 

Borrowings from Treasury _- 

Appropriations : : 3 406, 448, 162 
Assets taken over from prior agencies (net a pa 438, 042, 970 
Results of lending operations (net) ------| 121, 576, 201 
Administrative expenses (—) : | —260, 922, 601 
Deposit of general and special fund revenue (—)__- —250, 431, 127 


150, 797, 612 


Total investment of U. 8S. Government.._.-- | 605, 511, 217 


Obligations by objects 


1956 actual 


16 Investments and loans ‘ $161, 581, 122 


26, 516, 097 | 


7a | 648, 437, 163 | 
—83, 938, 552 | 


| 607, 507, 957 | 


condition- 


1957 estimate 


$260, 922, 601 
27, 695, 000 


| 288, 617, 601 | 


| 
| 21, 020, 217 
25, 754, 028 


35, 154 


46, 809, 399 
717, 408, 273 
—79, 065, 000 
121,810 

1, 259, 452 


686, 533, 934 
2, 346, 740 








434, 198, 162 
438, 042, 970 


684, 187, 194 


1957 estimate 


$239, 500, 000 


Budget authorizations, expenditures and balances 


1956 actual 


BUDGET AUTHORIZATIONS AVAILABLE 


Authorization to expend frem debt receipts $173, 000, 000 


Balance (of authorizations to expend from debt receipts) 
brought forward: 
Unobligated - - -_- 92, 183 
Obligated __- 2, 647, 932 | 
Total budget authorizations available ; 175, 740, 115 


EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations to expend from debt receipts_|\ ,. yee » 
os ee x > 158, 436, 281 

Out of prior authorizations to expend from debt receipts_-|j 
Total expenditures 158, 436, 281 
Balance no longer available: 

Unobligated (expiring for obligation) __- 10, 178, 913 
Other _- ; 165, 326 
Balance (of authorizations to expend from debt receipts 

carried forward: 

Unobligated _ _ 


1, 332, 148 
Obligated _. 


5, 627, 447 


Total expenditures and balances - 175, 740, 115 


1957 estimate 


$659, 500, 000 


1, 332, 148 
5, 627, 447 


666, 459, 


—_, 


6, 959, 000 


235, 727, 000 


421, 332, 148 
9, 400, 447 


| 666, 459, 595 


212, 338, 812 | 


39, 177,378 | 
— 288, 617, 601 | 
| — 250, 952, 527 


595 | 


228, 768, 000 | 


-Continued 


1958 estimate 


$288, 617, 601 
29, 914, 000 


318, 531, 601 


34, 206, 017 
27, 715, 708 


35, 154 


61, 956, 879 

813, 718, 273 

| —77, 245, 000 
| 121, 810 
1, 081, 052 


| 799, 633, 014 
2, 646, 740 


} 311, 183,612 
| 464, 198, 162 
| 438, 042, 970 
| 153, 390, 858 
| —318, 531, 601 


— 251, 297, 727 





796, 986, 274 


1958 estimate 


5, 500, 000 





1958 estimate 


| $235, 500, 000 


421, 332, 148 
| 9, 400, 447 


666, 232, 595 


226, 100, 000 
| 47, 300, 000 


273, 400, 000 


371, 332, 148 
21, 500, 447 


666, 232, 595 








1168 


SALARIES AND EXPENSES 


Program and financing 





1956 actual | 1957 estimate | 1958 estimate 





Program by activities: 
Administration of direct and insured loan programs (total 





I eee cow cceccees | $26,650,123 | $28, 300, 000 $30, 830, 000 
Financing: 
Comparative transfers to other accounts_--—-_._.........--- Se A pa ms 
Advances and reimbursements from other accounts. —420, 000 — 550, 000 —830, 000 
Unobligated balance no longer available --~-............... 109, 421 ae = 
ON 0 nd oink de SR Ain os iwow Gece ctseceseesceses 26, 350, 000 27, 750, 000 30, 000, 000 


| 


Obligations by objects 


1956 actual | 1957 estimate | 1958 estimate 


Total number of permanent positions. - i ; cone 4, 670 4, 961 5, 060 
Full-time equivalent of all other positions aan ence 472 468 496 
Average number of all employees - - 4, 943 5, 133 5, 343 


Number of employees at end of year. - . : ; 9, 652 | 9, 850 9, 980 
Average salaries and grades: | 
General schedule grades: 





Average salary .__- paolo : j sabi $4, 692 $4, 725 
0 ee ae GS-5.8 GS-5.9 
01 Personal services: 
Permanent positions -- (eantdddedeencseensen) . DEES | aaa $23, 064, 800 
Positions other than permanent 750, 431 699, 000 735, 000 
Regular pay above 52-week base oceania | 83, 176 | 87, 000 
Payment above basic rates a | 169, 782 152, 000 | 158, 000 
Other payments for personal services__-____- 7 3, 323 | 2, 000 | -- i 
Total personal services_...........-- 5 aan 21, 977, 696 23, 035, 800 | 24, 044, 800 
02 Travel._-_- ~ESe~eEeEOTeEsEE~aDNSEwseL a 2, 597, 624 3, 030, 000 3, 120, 000 
03 Transport ation of things.._.__-- le eae 148, 283 136, 000 | 136, 000 
04 Communication services.................-......... Settee 543, 990 560, 000 565, 000 
05 Rents and utility services___.- ae Sakebe wacom 673, 698 770, 000 785, 000 
06 Printing and reproduction.-....._-- i =e on 218, 051 180, 000 170, 000 
07 Other contractual services , ba dittakad ii 204, 921 210, 000 216, 000 
Services performed by other agencies... __- de 30, 335 35, 000 39, 000 
08 Supplies and materials akbonaeee aay ne 123, 664 162, 000 164, 000 
09 Equipment wet (siltaaanpiint 101, 646 150, 000 | 130, 000 
11 Grants, subsidies, and contributions: 
Contribution to retirement fund .__..__- jesecoe shecoey ainganatd 1, 428, 000 
13 Refunds, awards, and indemnities_-__........__- = aged 200 200 
Awards for employee suggestions. --. H ihe de 19, 176 23, 000 23, 000 
15 Taxes and assessments_.--.....-. eideick ait bebe 11, 039 8, 000 9, 000 








Total obligations.............. ls cist betel toatapecain aa 26, 650, 123 28, 300, 000 30, 830, 000 
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Budget authorizations, expenditures and balances 


| | 
| 1956 actual | 1957 estimate | 1958 estimate 





| 
| 
BUDGET AUTHORIZATIONS AVAILABLE | 

















Mee imeencenee ‘ ; ..| $26,350,000 | $27,750,000 | $30, 000, 000 
Obligated balance brought forward 4 cS -| 1,644, 204 1, 345, 114 | 1, 400, 67 
Restored from certified claims account. -- aie ditch ie 565 | inereex 
| |---| 
Total budget authorizations available... weeen-------| 27,994,204] 20,095, 679 | 31, 400, 679 
EXPENDITURES AND BALANCES Toa wren ay erin 
Expenditures— | 
Out of current authorizations. _....--.---- : | 24, 897,569 | 26, 350, 000 | 28, 514, 000 
Out of prior authorizations.._._.__._. iii 1, 624, 307 | 1, 345, 000 1, 400, 000 
ai | 
Total expenditures...............-.-.---- _.-.-----| 26,521,876 | 27,695,000 | 29, 914, 000 
Balance no longer available: 
Unobligated (expiring for obligation) ................- nebit SOR OTN bin cat acnnase | bik tha 
Other... ... hae 10 aes Rite « Giepet tinea ae ieee 17, 793 |.... wm w= | nnn ann enn 
Obligated balance carried forward __......_- Sats 1, 345, 114 1, 400, 679 | 1, 486, 679 
Total expenditures and balances.............--.--.---.-} 27, 994,204 | 29, 095, 679 | 31, 400, 679 
| 





Mr. WuitteN. We have with us Mr. Kenneth L. Scott and Mr. 
Hansen, the Administrator of the Farmers’ Home Administration. 
In that connection, I would like to have pages 323 through 325, page 
330, and pages 333 through 354 of the justifications included in the 
record at this point: 

(The pages of the justification referred to follow :) 


PURPOSE STATEMENT 


The Farmers’ Home Administration, established on November 1, 1946, pur- 
suant to the Farmers’ Home Administration Act of 1946, approved August 14, 
1946, conducts the following activities: 

1. Make direct and insured farm ownership loans to farm tenants, farm labor- 
ers, sharecroppers, and other individuals, including farm owners, for the pur- 
chase, enlargement, or development of family-type or the development of less 
than family-type farms. Loans are also made for the refinancing of existing 
indebtedness. Direct loans at 4% percent interest amortized over 40 years, are 
made in amounts up to the normal value of a farm as improved, based on long- 
term earning capacity values. Loans for the same purposes advanced by private 
lenders to eligible applicants are insured in amounts up to 90 percent of the 
normal value of the farm and necessary improvements for periods up to 40 
years at 3% percent interest, plus one-half of 1 percent as an insurance premium 
and one-half of 1 percent toward administrative expenses. The Administration 
services the insured loans, and remits payments to the lenders. 

2. Make farm housing loans to farm owners for the construction, improvements, 
alteration, repair, or replacement of dwellings and other farm buildings for 
periods up to 33 years at 4 percent interest. 

3. Make farm operating (production and subsistence) loans to farmers and 
stockmen for farm operating expenses and for other farm needs, including the 
refinancing of indebtedness, and family subsistence. Loans are made up to 
$10,000 for 1 to 7 years at 5 percent interest with a limit of $20,000 on the total 
indebtedness and 10 years during which loans may be made to any farmer. 

4. Make direct and insured soil and water conservation loans for the effective 
development and utilization of water supplies and for the improvement of farm 
land by soil and water conserving facilities and practices. Direct loans are made 
to farmers and associations at 414 percent interest for periods up to 20 years 
for individuals and 40 years for associations. Loans advanced by private lenders 
for the same periods of time and for the same purposes are insured at 3% percent 
interest, plus one-half of 1 percent as an insurance premium and one-half of 1 
percent toward administrative expenses. 

5. Make emergency loans to farmers and stockmen in designated areas where 
a disaster has caused a need for agricultural credit not readily available from 
commercial banks, cooperative lending agencies, the Farmers’ Home Administra- 
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tion’s regular loan programs, or other responsible sources. Production emer- 
gency and economic emergency loans are made at 3 percent interest for periods 
consistent with the ability of the borrower to repay, usually for 1 year. Special 
loans to established livestock producers are made at 5 percent interest for 
periods not exceeding 3 years. Loans may also be made at 5 percent interest 
to bona fide fur farmers but only for supplemental credit to those already 
indebted for prior loans. 

Technical guidance in planning and carrying out sound farm operations is 
provided borrowers on the basis of their individual problems and needs. No 
loan is made to anyone who can secure adequate credit from other sources at 
reasonable rates. A local county committee of 3 (2 of whom must be farmers) 
is required to approve each applicant and each loan. In the case of real-estate 
loans, this committee certifies to the value of the farm. 

On July 1, 1956, the Administration was servicing the accounts of about 
281,000 individual borrowers with outstanding indebtedness of $1,004 million 
principal and interest. 

The Farmers’ Home Administration maintains its central office in Washing- 
ton with program activities decentralized to 43 State offices (a few of which 
service two or more States), about 1,575 county offices serving all agricultural 
counties, and a finance office in St. Louis, Mo. The Farmers’ Home Administra- 
tion on November 30, 1956, had 5,555 full-time and temporary employees, 206 
of whom were in Washington, and the balance in the field, and 9,404 State and 
county committeemen who are part-time employees paid an average of 8 to 10 
days a year. 





Estimated Budget 
available, estimate, 
1957 1958 
Borrowing authorizations: 
Farm ownership --- | $24, 000, 000 | $50, 000, 000 
Farm housing. - | 1 450, 000, 000 (1) 
Farm operating (production and subsistence) -. 180, 000, 000 180, 000, 000 
Soil and water conservation ___ - | 5, 500, 000 5, 500, 000 
Appropriated funds: Salaries and expenses 27, 750, 000 | 30, 000, 000 
NE fC UEUE  Ed2L. At , ) : 687, 250, 000 | 265, 500, 000 


| 





1 $450,000,000 authorization for farm housing loans provided in Public Law 1020, approved Aug. 7, 1956, 
for the period 1957-61. It is estimated that $30,000,000 of this authorization will be used in 1957 and $50,000,000 
will be used in 1958. 


Loan authorizations 


PCO ree AOE Tie ee ee yl $209, 500, 000 
Authorization for farm housing loans (Public Law 1020, approved 
Aug. 7, 1956) available during the period 1957-61, inclusive_.___ 450, 000, 000 
re nn ET ST AR a) BULL eT ae _. 659, 500, 000 
en mn, Ta ee te ih 8 oe 235, 500, 000 
Decrease____________ ORs SSeS UA 7S) SSE SSD R O)S Bos a LIT — 424, 000, 000 


Summary of increases, 1958 


For additional farm ownership loans___._.._-...._.__-_- -..--. +$26, 000, 000 


NoTe.—In addition to the increase of $26,000,000 for farm ownership loans, there is an 
increase of $20,000,000 in estimated obligations for farm housing loans to provide for 
estimated loan requirements totaling $50,000,000 in 1958 to be financed from balances 
wee over from 1957 of the $450,000,000 authorization provided in Public Law 1020, 
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Project statement (on an available funds basis) 


———$ _-— ---+ 5 — oo wa Oe -— _ 


(estimated) | decrease (estimated) 


| 

Project 1956 1957 | Increase or | 1958 
| 
' 











| 
Loan authorizations: 

1, Farm ownership loans------- ..._| $18,999,999 | $24,000,000 | +$26,000, 000 $50, 000, 000 
2. Farm housing loans ‘ | 3, 760,035 | 30,000,000 | +20,000, 000 50, 000, 000 

3. Farm operating loans (production and 
subsistence) | 137,499,999 | 180,000,000 |_.-. | 180,000, 000 
4. Soil and water conservation loans__ 1, 321, 089 5, 500,000 |- sh 7 , 500, 000 
Total obligations ; 161, 581,122 | 239,500,000 | +46, 000,000 285, 500, 000 
Unobligated balance carried forward. -| 1, 332, 148 | ado 148 | —50,000,000 371, 332, 148 
Unobligated balance no longer available. | 10, 178, 913 | --| = 
Total available -. -.| 173,092, 183 660, 832, 148 | —4,000,000 | 656, 832, 148 
Unobligated balance brought forward_ -- | —92, 183 , 332,148 | —420,000,000 | —421, 382, 148 
Total authorization or estimate-- _-~__- 173, 000, 000 | 1 659,500,000 | —424, 000, 000 "935, 500, 000 

| | 


1 Includes $450,000,000 authorized by Public Law 1020, approved Aug. 7, 1956. 


Salaries and expenses 
munrouriation Act, :: 1907 6 — ccsssstins ei angheteni—ilsighcn <sldei .._..-- $26, 750, 000 
Second Supplement Appropriation Act, 1 57 eee nih iach heal pce 1, 000, 000 
Transferred from farm tenant mortgage insurance fund________-__-_ 550, 000 


thon hc leis Si Sank ws So OD an cain Slide iil asseidbbes ln Slelhbchding enh 28, 300, 000 





Base for 1958 


Budget estimate, 1958: 
TR CCE | MOOUOISUIOs. esis ted) cab adda aeebde sisi edb 30, 000, 000 
Transferred from farm tenant mortgage insurance fund______ 830, 000 


"Total, ‘ude estimate. jin) ei ae it eT 30, 830, 000 


Increase_____-~ _... +2, 530, 000 


Summary of increases, 1958 


For making and servicing farm housing loans____-_-___._-______-.. +$910, 500 
Increase in transfer from the farm tenant mortg: ige insurance ad- 

TUN cee Naas +280, 000 
For contributions to the retirement fund pursuant to Public Law 

a at aA See +], 839 FOO 


Project statement 


Increase or decrease 





1956 1957 1958 
} (estimated) | Retirement (estimated 
| | costs (Public Other 
Law 854) 
Administration of direct and in- | 
sured loan program | $26, 650, 123 $28, 300, 000 $1, 339, 500 $1, 190, 500 |$30, 830, 000 
Unobligated balance 109, 421 
Total retirement costs (Public | 
Law 854) _. [+1,: 369, 500] [+-58, 500]| [1, 428, 000] 
Total available or estimate 26, 759, 544 28, 300, 000 +1, 339, 500 +1, 190, 500 | 30,830, 000 
Transfer from ‘Farm _tenant- 
mortgage insurance fund” —420, 000 | —550, 000 — 280, 000 —830, 000 
Subtotal. - 26, 339, 544 27, 750, 000 +1, 339, 500 910, 500 | 30, 000, 000 
Transfer in the 1957 estimates to | 
“Salaries and expenses, Office 
of the Secretary of Agriculture”’ +10, 456 43 


Total, appropriation or esti- 
a animes , 26, 350,000 | — 27, 750, 000 
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STATUS OF PROGRAM 


DIRECT AND INSURED FARMOWNERSHIP LOANS 


A total of $19 million was authorized in 1956 for farmownership loans. Of the 
total amount authorized, $1,738,570 was allocated exclusively for loans on 
reclamation projects and to entrymen on unpatented public lands. The remain- 
ing portion, $17,261,480, was made available among the States and Territories 
in accordance with the statutory formula for the distribution of funds based 
on farm population and prevalence of tenancy. 

The Appropriation Act for 1957 provides for borrowing $24 million from the 
Secretary of the Treasury for direct farmownership loans. Of this amount, not 
more than $5 million is authorized to be distributed to States and Territories 
without regard to farm population and prevalence of tenancy for loans on 
reclamation projects and to entrymen on unpatented public land. The pre- 
liminary allocation for the 2 purposes is $20,500,000 under the formula and 
$3,500,000 outside the formula. 

Public Law 878 approved August 1, 1956, amended title I of the Bankhead- 
Jones Farm Tenant Act in several major respects. Loans under the new 
authorities were first made beginning in early September 1956. Public Law 878 
provides new authority under title I as follows: 

“Sec. 17. Until June 30, 1959, the purposes for which loans may be made or 
insured under this title shall inelude the advance of funds for refinancing 
secured or unsecured indebtedness of eligible farmers on farms of not more than 
family size who are presently unable to meet the terms and conditions of their 
outstanding indebtedness and are unable to refinance such debts with commercial 
banks, cooperative lending agencies, or other responsible credit sources at rates 
and terms which they could reasonably be expected to fulfill. No such loans 
shall be made to an applicant whose total indebtedness is in excess of the amount 
certified by the county committee to be the value of the real estate and the 
reasonable value of the applicant’s livestock and farm equipment, unless the 
aggregate of the outstanding indebtedness shall be adjusted so as to be within 
such values. The total amount of loans insured in any one fiscal year under 
this section shall not exceed $50 million.” 

Section 1 (c). “(2) Loans may be made or mortgages insured to owner-oper- 
ators who are bona fide farmers who have historically resided on farms and 
depended on farm income for their livelihood, and who are conducting substan- 
tial farming operations on units which are less than family-type units to repair 
or improve such farm units, and to refinance indebtedness of the owner incurred 
for agricultural purposes, if such farms are of sufficient size to produce income 
which, together with income from other sources, will enable them to meet living 
and operating expenses and the amounts to become due on their loans; and 

“(3) Loans in amounts not exceeding $15.000 per farm for the construction, 
improvement, repair, or replacement of farm dwellings and other farm build- 
ings on farms the operation of which require no more than three farm fainilies 
or three farm dwellings may be insured under this Act.” 

Provision is made in section 3 (a) forthe taking of second mortgages in con- 
nection with insured loans, heretofore authorized only in connection with direct 
loans. 

Other minor changes were made in title I to conform to and make possible the 
implementation of the major changes. For example, in making loans on less 
than family-type farms to owner-operators with off-farm income, the amount 
of the loan is based on a certification of the “normal market value of the farm” 
rather than the “fair and reasonable value of the farm based upon the normal 
earning capacity.” 

A total of 28,884 applications for farmownership loans was received in 1956. 
At the end of the year, 13,471 applications were on hand. About 60 percent of 
the applicants appeared to qualify only for direct loans because of the 90 
percent limitation on insured loans. During the 1957 fiscal year, there was some 
relaxation in the almost total veterans’ preference policy heretofore applied 
on direct loans. Veterans will still receive preference, but State offices are not 
holding up loan making entirely at times during the year anticipating veteran 
applications and the development of veteran loan dockets. 


1. Loans 


() Direct loans.—Since inception of the program in 1938 to June 30, 1956, 
approximately 64,878 loans for more than $456,351,062 have been made. This 
number and amount does not include noncash loans previously made in the 


SS aS eee Oe ee OS 


"oe 


1173 


liquidation of rural rehabilitation project properties which are also included 
as farmownership loans on the loan accounts of the Administration. In the 
1956 fiscal year, initial loans were made to 1,300 families in the amount of 
$17,039,160, including 100 loans in the amount of $1,650,445 made to settlers on 
reclamation projects. Subsequent loans to existing borrowers and loan cost 
items accounted for the balance of $1,960,839. 

Direct initia] loan activity under the distribution formula and for reclamation 
projects is shown on the following tables: 


INITIAL LOANS UNDER DISTRIBUTION FORMULA 











| 
| Initial veteran loans Percent | Total all initial loans 
Fiscal year Sea loans to ae es 
| veterans } 
Number Amount (number) Number Amount 
| | 
| | a us ‘ 
Ee Ra 2 3,012 | $23, 549, 776 55 | 5, 489 $41, 682, 243 
1948 Ponpe ds ; 1, 448 10, 524, 445 79 | 1, 829 | 13, 422, 448 
PD decbiscee 1, 460 10, 827, 510 78 | 1, 867 | 13, 739, 182 
I cette ttl intel atineethihes | 1, 685 | 13, 374, 443 | 99 | 1, 705 | 13, 534, 927 
ae anda See 1,734 | 15,661,003 | 97 1, 793 | 16, 160, 877 
TE aac we teardeces 1, 344 | 13, 853, 283 98 | 1, 369 | 14, 045, 461 
PE ts. su hwdatwoc scay é 1, 251 | 13, 668, 515 98 | 1, 275 13, 865, 989 
hee . 1,274 | 13,886, 375 Qs 1, 305 14, 154, 715 
ee ee 1,281 | 14, 458, 706 98 1,301 | 14, 624, 996 
SR Gnuat chs bcne 2 1, 134 | 14, 637, 775 | 94 1, 200 | 15, 388, 715 
| 
INITIAL LOANS ON RECLAMATION PROJECTS 
ae ———- f oT — caked 
RBS Ss." 400: et ss 150 | 1, 692, 142 | 67 | 223 | 2, 558, 722 
a ee 104 1, 367, 884 | 64 | 163 | 2, 117, 654 
haat ian etn alin meat | 102 | 1, 562, 084 | 71 | 144 | 2, 167, 504 
DT? caus odeddoansehs ee ae 150 2, 344, 645 | 76 | 197 3, 060, 375 
bison tideutdestedebcsaceta 116 1, 882, 821 | 76 | 152 | 2, 421, 871 
Uh ih phn din'y Cobia dieses ita 86 1, 442, 430 | 86 | 100 | 1, 650, 445 


(b) Insured loans.—During the 1956 fiscal year, insured loan activity totaled 
$39,765,277, including $848,154 used to refinance existing insured indebtedness 
when a subsequent loan was being made. During 1956, the Administration was 
successful in securing the participation of private lenders in making all the 
insured loans that were approved for closing during the year. In 1957, however, 
it is not expected that private lenders can be secured to make more than $30 mil- 
lion in insured farmownership loans. This estimate is based on the very tight- 
money situation as well as the increased rates generally. The interest rate of 
3% percent net to the lender is not attractive at this time. 

Insured initial loan activity since 1948 through 1956 is shown in the following 
table: 


| 
| Initial veteran loans | Percent 
loans to 


Total, all initial loahs 





| 
Number Amount va | (number) 
Fs 

















| 
Bis 
veterans 
4 Number Amount 
To aie dia calcabte 58 $357, 550 17 7| 338 | $2, 412, 837 
te ons eS : 316 2, 020, 910 | 28 1, 149 | 7, 937, 241 
as rs i wadoaget 695 | 4, 917, 886 | 32 | 2,191 | 16, 579, 690 
SE Te 641} 4,871,340 | 30 | 2,150! 17,555,650 
1952. - Saad aa 238 2,031,770 | 22 | 1,097 | 10, 380, 285 
a Se ee 2830 | 2,837, 292 27 | 1, 041 10, 505, 566 
ld 216 2, 469, 462 | 24 | 885 | 9, 648, 978 
es ee Ne 894 | 10,041, 529 | 31 | 2,872} 31,414, 537 
| RR ER area 880 | 10,679, 345 | 23 | 3,198 | 37,604,571 
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Total direct and insured initial and subsequent farm ownership loans 









| 
Fiscal year Direct loans | Insured loans} Total loans 
itll ic peecnent tele stcee -—__|______—__| 
1948 . Bi S43 | 53,888 | $2,412,837 | $16, 466, 725 
1949. | 14, 755, 530 | 7, 937, 241 22, 692, 771 
1950 J : és . . 14, 790,348 | 16, 586, 860 | 31, 377, 208 
1951 : * ; | 21,721,296 | 17,596,050 39, 317, 346 
1952 __| 18, 830, 327 10, 493, 008 29, 323, 335 
1953 -..-| 18,871,453 | 10, 681, 721 | 29, 553, 174 
1954 | 19, 206, 484 | 9, 751, 541 | 29, 048, 025 
1955 , _.| 18,878,715 31, 673, 069 | 50, 551, 784 
ee a “ee | 18,999, 999 38, 917, 123 57, 917, 122 


2. Use of loan funds 

During 1956 loans for the development and enlargement of farms continued to 
exceed the loans for initial purchase of farms. This distribution is expected to 
continue in fiscal year 1957. Loans on family-type farms will predominate, and 
it is not expected that there will be a large volume of loans on less than family- 
type farms. Beginning in 1957, the major classification of loans will be loans 
on family-type farms and loans on less than family-type farms, though informa- 
tion will still be available to show the number and amount of loans being made 
for the initial purchase of farms, for the enlargement and for the development 
of farms. 


8. Loan repayments 

(a) Direct loans.—From the inception of the farm ownership program in 
1938 through March 31, 1956, a total of 71,159 families had been advanced 
$478,530,229 (these figures include the number and value of noneash loans) for 
the purchase, enlargement and development of farms. Principal payments of 
$279,803,256 and interest payments of $83,184,177 had been made. In addition, 
principal writeoffs totaled $1,619,878 and judgments were $403,867. Interest 
writeoffs were $121,098 and judgments were $39,611. As of March 31, 1956, 
cumulative scheduled installments of $77,544,438 were due from 30,932 individ- 
uals with outstanding loan balances, but regular principal and interest payments 
made on these installments were $83,598,475 which was 8 percent, or $6,054,037 
more than required on a schedule amortization basis. An additional $9,483,436 in 
refunds and extra payments not applied to scheduled installments were credited 
to those borrowers’ accounts. On the same date, 17,030 borrowers were $10,- 
691,149 ahead of schedule, an average of $628 each; 7,264 were on schedule; and 
6,638 were behind schedule $4,637,112, an average of $699. 

A total of 40,227 of the 71,159 families who had received loans had paid their 
loans in full as of March 31, 1956. Of this number 25,031, or about 62 percent, 
continued to operate the farms acquired or improved through this program. The 
remaining 15,196 fully satisfied their accounts but no longer operated the farms. 
See table V for distribution by States. 

(b) Insured loans.—As of March 31, 1956, $124,779,295 had been advanced 
under the insured mortgage program to 13,212 farm families for the purchase, 
enlargement, and development of farms. Payments by insured mortgage borrow- 
ers totaled $31,444,038 as of the same date. Of this amount, $18,508,345 repre- 
sented principal payments, $9,374,683 payments on interest, and $3,561,010 pay- 
ments to the mortgage insurance fund. As of March 31, 1956, 1,470 borrowers had 
paid their loans in full. Of those with unpaid balances, 5,256 were ahead of 
schedule, 4,983 were on schedule, and 1,553 were behind schedule. See table VI 
for distribution by States. 





4. Progress of borrowers 


ran 


Records from 2,732 borrowers with accounts outstanding in 1956 who received 
loans in 1950 showed gross cash income increasing since the year before accep- 
tance from $3,941 to $6,692. Net worth of these borrowers increased from $6,251 
to $9,703, and value of livestock and equipment increased from $4,078 to $6,510. 
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FARM HOUSING LOANS 


During the fiscal year 1956, a supplemental appropriation of $5 million was 
made for loans under title V of the Housing Act of 1949. Due to the late re- 
ceipt of the funds, only $3,720,904 of the $5 million authorization was obligated 
during the year. In addition, $39,131 of the funds previously borrowed was 
obligated principally for loan costs, such as recording fees and the occasional 
need to take up i first mortgage held by another lender. The loan funds are 
available until expended, however, and the balance was obligated in the early 


months of 1957. 


1. Legislative changes 

Title V of the Housing Act of 1949 was amended by the 84th Congress, 2d ses- 
sion, to extend the authority for farm housing loans and grants for a 5-year 
period through fiseal year 1961. The amended act provided a total borrowing 
authority of $450 million during the 5-year period for loans under sections 502, 
503, and 504 (a) of the act. The amended act continues to provide authoriza- 
tion for the appropriation of funds for development loans under section 504 (b) 
and grants under section 504 (a). A total of $10 million is authorized to be ap- 
propriated for each of the 5 years. Authority for development loans is almost 
identical with the authority contained in title I of the Bankhead-Jones Farm 
Tenant Act, and for this reason, it is not expected that development loan funds 
will be sought under title V of the Housing Act of 1949. No substantial demand 
for grants developed during previous years when funds for grants were available. 

The amendments to the act did not change any of the actual loaning authori- 
ties. It is estimated that a total of $30 million will be loaned during 1957. 


2. Applications and loans 


During the approximate 2-month period, during which the 1956 funds were 
available, a total of 2,085 applications were received, of which 1,385 were re- 
ceived in the Southern States. Loans were made in 1956 under authorities of 
section 502 as follows: 


Farm housing loans 


| 








Number | Amount Average 
loans 
5 SNES PI. A td 523 | $3, 568, 109 $6, 822 
Subsequent____- ; sae ahaa . 38 | 152, 795 4, 020 
a  iiccnacannccmacneunanecesiuns a 561 3, 720, 904 |__-...... » 


The following is an estimate of the number and amount of loans in 1957 
from the balance of $1,332,148 unobligated from prior year funds and the 
amount of $28,667,000 to be borrowed in 1957: 











Number | Amount Average loans 

Initial... ._-. 4 hbk tees ee cena evecdtenat eres init 4, 310 $29, 300, 000 | $6, 800 
Subsequent - ith ihigeDrocekatedepatbuebedpaneeal 320 700, 000 | 2, 200 
ON | 4, 630 | 30, 000, 000 | oe et ae 





3. Use of loan funds 

A total of 386 new dwellings at an estimated cost of $2,900,538 were planned 
by the 523 borrowers receiving initia] loans in 1956. Ninety-two dwellings were 
to be repaired and one hundred and sixty-six other farm buildings were planned 
to be constructed or repaired. Percentagewise, about 80 percent of the funds 
were planned to be used for new farm dwellings. The average planned con- 
struction cost of new dwellings was $7,514, including loan funds and cash con- 
tributions by borrowers, but not including any labor contribution by the bor- 
rower. This is a relatively low average dwelling cost and results from bor- 
rowers making extensive use of salvage and locally produced materials and 
utilizing a substantial amount of family labor to do the construction work. 
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FARM OPERATING LOANS (PRODUCTION AND SUBSISTANCE LOANS) 


1. Loans 


The annual appropriation act for 1957 provides for borrowing $165 million 
from the Secretary of the Treasury for operating loans. This is $27,500,000 
greater than the amount available in fiscal year 1956. In addition, a contingency 
borrowing authorization of $15 million is contained in the act for use if condi- 
tions warrant. 

Public Law 878, approved August 1, 1956, amends title II of the Bankhead- 
Jones Farm Tenant Act by changing the name of loans authorized thereunder 
from “production and subsistence loans” to “operating loans,’ This law also 
makes other changes in the existing authority as follows: 

“Loans may be made to operators who are bona fide farmers who have histori- 
eally resided on farms and depended on farm income for their livelihood, and 
who are conducting substantial farming operations on units which are less than 
family-type units, if the units are of sufficient size to produce income which, 
together with income from other sources, including pensions in the case of 
disabled veterans, will enable them to meet living and operating expenses and 
the amounts due on their loans.” 

The previous limitation of $7,000 on the amount of an initial loan is in- 
creased $10,000 and the previous $10,000 limit on the total principal and interest 
indebtedness of a borrower is eliminated in favor of a total limit of $20,000 on 
the principal-only indebtedness of a borrower. The amendment act provides for 
using not to exceed 10 percent of the annual appropriation for making loans to 
borrowers which would cause their principal indebtedness to exceed $10,000 up 
to the $20,000 principal indebtedness limit. 

The present provision that no person who has failed to liquidate his indebted- 
ness for 7 consecutive years may receive additional loan assistance is retained, 
but the act contains a proviso authorizing the extension of this period up to 10 
years in justifiable cases where the inability of the borrower to repay his in- 
debtedness is due to causes beyond his control. 

Title II of the Bankhead-Jones Farm Tenant Act as amended has continu- 
ously authorized the refinancing of existing indebtedness of applicants. How- 
ever this authority has been used only when the refinancing was an incidental 
part of a loan being made for other agricultural purposes. In view of the current 
need of many farmers to refinance their existing indebtedness, and in view of 
the approval of loans solely for refinancing by amendments to title I of the 
act, the Farmers’ Home Administration plans to utilize to a much broader extent 
the authority for refinancing under title II of the act. Heretofore, the Farmers’ 
Home Administration has categorized its production and subsistence loans as 
(1) “initial adjustment loans,” meaning loans involving the making of basic 
adjustments in the farming operations of the borrower, (2) “subsequent ad- 
justment loans,’ meaning additional loan advances to indebted borrowers to 
complete the adjustment process, and (3) “annual loans,” meaning loans for 
annual operating expense usually to individuals not requiring basic adjustments 
in their farming operations, It is proposed in 1957 and future years to maintain 
records which will identify the loans as being made on family-type or less than 
family-type farms. Loans on family-type farms will include loans to full-time 
operators with whom long-term and annual farm and home plans will be devel 
oped. Also, loans on family-type farms will include loans to operators whose 
needs can largely be met by annual operating credit and with whom an annual 
farm home plan will be developed. These loans usually will be payable within 
1 year. Loans on less than family-type farms will be made only to bona fide 
farmers who have historically resided on farms and who are conducting sub- 
stantial farming operations, but who require fairly dependabie off-tarm income 
to meet living and operating expenses and the amounts due on their loans. An 
annual farm home plan will be developed with borrowers on less than family- 
type farms. Records will be maintained to show the number and amount of 
initial loans to applicants on family-type and less than family-type farms as 
well as the number and amount of subsequent loans made to these borrowers. 

All of the adjustment type loans heretofore made have been so-called super- 
vised loans, where long-time and annual farm and home plans were drawn and 
approved and technical assistance and guidance were given to the borrower. 
Most of the annual type loans were not accompanied by supervision, although 
an annual farm and home plan was prepared. It is proposed that hereafter all 
operating loans under title II will be accompanied by some supervision. The 
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actual amount of technical assistance and guidance rendered to a borrower will 
depend upon the county supervisor’s judgment as to the actual need therefor. 
Toans on less than family-tyne farms will be made in the pilot areas established 
under the rural development program and in other areas of the country where 
there is a need to assist operators of such farms. 

The following table shows the numbers of production and subsistence loans 
in each category from fiscal year 1949 through 1956: 





Number initial loans made Subsequent Total 

scal 3 ] ! 1 all ivailable 

6 | loans loans ior operat- 

Adjustment Annual Total ing loans 
1949. 37, 935 | 25, 621 | 3, 37, 049 100, 605 $75, 000, 000 
1950... 40, 622 | 8, 772 ¢ 41,773 91, 167 85, 000, 000 
1951 . | 34, 311 11, 633 4 45, 944 44,230 | 90, 174 103, 000, 000 
1952... | 23, 649 R55 | 24, 504 34, 361 58, 865 110, 000, 000 
1953_ - | 23, 618 | 408 | 24, 0% 34. 412 58, 439 120, 000, 000 
iyo4 ! 26, SOR 7,237 | 34, 135 39, 031 73, Lé¢ 140, 000, 000 
1955_ - 21, 280 | 1, 684 22, 964 $1, 667 | 4,631 | 122, 500,000 
1956. - - 21, 099 4,219 25, 318 47, 136 72,454 | 137, 500,000 

| 


| 


Note.—See table I for distribution by States 


2. Use of loan funds 


The major portion of the production and subsistence loan funds in 1956 was 
used to assist farmers in making basic adjustments in their farming operations, 
An analysis of initial loans indicates that about 26 percent of the loan funds 
was used for the purchase of productive livestock, 23 percent for the purchase 
of work stock, machinery, and equipment, 22 percent for the refinancing of 
existing debts secured by livestock and equipment, and 23 percent for current 
farm operating expenses. The other 6 percent was used for pasture and other 
minor land development, fencing, family-living expenses, and other minor items 
of expense. , 

8. The 1957 program 

Amendments to title II of the Bankhead-Jones Farm Tenant Act will not 
result in changing the character of the loan program materially as far as 
emphasis on assisting eligible applicants to increase the efficiency of ‘their 
farming operations through the establishment of new enterprises and placing 
the borrowers in a position to farm more efficiently through better utilization 
of land and other resources. Loans on less than family-type farms will be 
made in all areas of the country under fairly rigid standards requiring the 
applicant to have been historically engaged in farming and to be currently 
substantially so engaged and requiring evidence of a reasonably stable source 
of off-farm employment needed to provide the borrower with a decent standard 
of living and assure his debt paying ability. These loans are expected to aver- 
age between $1,500 to $2,000. Some relaxation in the specific standards of 
eligibility set up for these loans may be granted when justified in pilot areas 
established under the rural development program. It is expected that the 
percentage of loan funds being utilized for the refinancing of existing indebted- 
ness in 1956 will be increased in 1957 due to the need of some applicants to 
consolidate their indebtedness and extend the repayment period over a longer 
period than now fixed in their existing outstanding notes. 

The following tabie shows the estimated number and amount of loans in 
1957 on family-type farms and on less than family-type farms: 


Family-type farms | Less than family-type Total 
Num- Amount Num- Amount Num- A mount 
ber ber ber 
' 
Initial loans ; 33,710 | $113, 840, 000 2, 225 $4,000,000 | 35, 935 $117, 840, 000 
Subsequent loans 48, 325 62, 120, 000 100 40,000 | 48, 425 62, 160, 000 
Total | 82,035 | 175,960,000 | 2,325 4.040.000 | 84. 360 180, 000, 000 
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4. Collections 


The following is a summary of the cumulative and current collection activity 
on operating loans: 

(a) Cumulative principal and interect collections on production and subsist- 
ence loans made by the Farmers Home Administration and other types of operat- 
ing loans made by predecessor agencies have exceeded cumulative advances 
made during the last 10 fiscal years by $25,276,199 as shown by the following 
table: 

















Fiscal year Loan disburse- Principal Interest pay- Total pay- 
ments repayments ments ments 

ik det nsiddis tea witimevtbbatiineney $89, 738, 190 $119, 784, 295 $14, 299, 621 $134, 083, 916 
io eee ete en eahdibimbatiinmnss 59, 912, 114 101, 453, 618 59, 75% 114, 223, 371 
SE aE er ee ee 74, 957, 211 78, 279, 960 89, 562, 084 
RE A ee eT eee 84, 912, 479 68, 004, 734 ¢ 77, 706, 930 
GED ed. Alle bn cae pptintinetiiocees 102, 933, 890 83, 307, 468 10, 926, 796 94, 234, 264 
Rehan te nn dtl cidaeecbeneceesnio-cdan ell 109, 958, 601 90, 566, 068 11, 066, 894 101, 632, 962 
PRE pit de nnuncatnsocccnh cds kbece< 119, 929, 065 82, 244, 283 11, 222, 228 93, 466, 511 
ME linac dobsSunsndinb dick insens y 139, 999, 150 89, 336, 288 11, 957, 498 | 101, 293, 786 
Pe tivspentlta cases sii ni biiciatiens a 122, 499, 948 111, 865, 317 13, 634, 061 125, 499, 378 
a ee ee eae 137, 499, 999 121, 394, 172 | 14, 519, 472 135, 913, 644 

on ee ee ae ae ee ee dee -| 1,042, 340, 647 946, 236, 203 121, 380, 643 1, 067, 616, 846 


(6) Cumulative loan advances and collections of rural rehabilitation loans, 
Farm Security Administration, Emergency Crop and Feed Loan Division, and 
the Farmers’ Home Administration follow: 


|Principal| Total 
repay- collec- 








Loan advances Principal Interest Total ments to | tions to 
maturi- | advances 
ties l 
os nen _ nae uate 
Rural rehabilitation 
loans from June Percent | Percent 
1935 to Oct. 31, 1946_| $1, 004, 901, 875 | $890, 265, 630 | $124,692,195 | $1,014, 957, 825 88.6 101.0 


Emergency crop and 
feed loans from 1918 
to Oct. 31, 1946_...-- 575, 934, 022 476, 435, 146 59, 017, 541 535, 452, 687 82.7 93.0 

Production and sub- 
sistence loans from 
Nov. 1, 1946, to 
June 30, 1956.......- 1, 013, 854, 541 691, 378, 430 68, 535, 812 759, 914, 24: 


Note.—See table III for distribution by States. 
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5. Progress of borrowers 


A summary of reports from 13,968 production and subsistence type loan 
borrowers who repaid their loans during the 1956 fiscal year and continued to 
farm, showed an average increase in net worth between the time of application 
for the loan and the time of final loan repayment of $2,516, from $6,552 to $9,068. 
Average gross farm income for each of these operators was $3,558 at the time of 
application, and $5,414 during the year when final payment was made. Since 
the average borrower was indebted for 4.2 years, the average year of application 
was 1950 for those borrowers for whom reports were tabulated. 


6. Debts compromised, adjusted, or canceled pursuant to Public Laws 518 and 
731 


Continued emphasis is being given to the settlement of old accounts eligible 
for compromise, adjustment, or cancellation under existing statutory authorities. 

The following table shows adjustment, compromise, and cancellation settle- 
ments during the fiscal year 1956 and from the inception of such activity on 
April 4, 1945, through June 30, 1956: 
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| 











! 
' 
| From incep- 
During fiseal| tion Apr. 4, 
year 1956 | 1945, through 
| June 30, 1956 
Number of borrowers involved in settlement. __............-.-.---.-__-_____- 21, 582 803, 656 
ee wobec enadmeieanppencehawauedae $14, 316,423 | $297, 478,077 
Repaid prior to settlement: | 
a tee $6,599,277 | $114, 796, 652 
ECE ACUEUE Sb ain nitenne SMW aicarecscncasnns teancesucthbucsueteuased | $1,336,372 | $19, 669, 711 
Unpaid balance at time of settlement: | 
RR rs rear ee | 7,717,146 | $182, 681, 424 
Teen ene ee ced a ibcedadbaendberebuene $4, 994, 204 $79, 170, 657 
Principal and interest paid at time of settlement__............-.-..------2-- $639,866 | $19, 248, 721 
ee ee ee te cue. cocccbbodedhbweccbesoessod $12, 071,483 | $242, 603, 361 








Amendments to the Bankhead-Jones Farm Tenant Act included in Public 
Law 878 approved August 1, 1956, extend the cancellation, compromise, and 
adjustment authorities in line with the larger indebtedness limitations contained 
in the act. The authority to compromise and adjust claims was raised from 
$10,000 to $15,000. Compromise or adjustment of claims over $15,000 must be 
effected by reference to the Secretary of the Treasury or to the Attorney Gen- 
eral. Heretofore, only accounts of $100 or less could be canceled. This mone- 
tary restriction has been eliminated, and authority now exists to cancel any 
uncollectible account, regardless of size. This authority would apply primarily 
to the accounts of borrowers who have no assets, or who have died and left no 
estate, or whose whereabouts cannot be ascertained. The authority to cancel 
accounts where further collection effort would be ineffectual or uneconomical 
has been raised from $10 to $150. 
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SOIL AND WATER CONSERVATION LOANS 
1. Loans 


During the 1956 fiscal year, a total of $11,500,000 was available for direct soil 
and water conservation loans. In addition, an insured loan authorization of 
$25 million was available. During the year the Farmers’ Home Administration 
was able to secure commitments from private lenders for insured loans so that 
only $1,321,089 was obligated from the direct loan authorization. A part of this 
total was used for loans to associations which, because of local laws, could not be 
made from insured loan funds. Insured soil and water conservation loans during 
the year totaled $10,589,252. 

Soil and water conservation loans continued to be made primarily for irrigation 
and domestic water purposes. The amount of loan funds used strictly for soil 
conservation purposes was relatively small. 

About 77 percent of the total amount loaned to individuals was used for irriga- 
tion facilities, 5 percent for domestic water supplies, 14 percent for soil con- 
servation practices, and 4 percent for drainage. Of the total amount loaned to 
associations, 75 percent was used for domestic water supplies, 17 percent for irri- 
gation, and about 8 percent for soil and water conservation practices and machin- 
ery and repair not classified as part of the development. Individuals receiving 
loans plan to irrigate about 145,000 acres and improve about 42,000 acres of 
pastureland. 

A substantial portion of the total direct and insured loans was made in the 
Eastern, Southern, and Midwestern States which were not covered by the pro- 
gram prior to its extension under Public Law 597, approved August 17, 1954. 
The total amount of direct and insured loans for the fiscal year 1956 in the 
17 Western arid and semiarid States was $7,502,265. Loans in all other States 
and Territories which were not previously covered by the program, totaled 
$4,408,076. 


2. Applications 


During 1956, 5,310 applications from individuals and 96 applications from 
associations were received. On June 30, 1956, there were 1,512 applications 
from individuals and 93 applications from associations on hand. These 
application figures are much smaller than in 1955 when 10,987 applications 
from individuals and 138 applications from associations were received. The 
reduced number of applications undoubtedly is attributable to the fact that 
some sections of the country where irrigation loan applications might have 
been heavy received rainfall, thus reducing the apparent need for irrigation 
facilities. The continued drought in some parts of the country and the general 
lack of moisture in others may create renewed interest in the program 
during 1957. 


8. Number and amount of loans 


During the latter part of fiscal year 1956, the amount of insured loan com- 
mitments from private lenders decreased considerably. During that year 
however, the situation did not require the use of direct loan funds because of 
this shortage, except in some instances involving small loans which were un- 
attractive to private lenders because of the relatively large amount of book- 
keeping required in relation to the amount of the individual investment. The 
shortage of insured loan funds continued into the earlier months of fiscal year 
1957 and it has been necessary to make some loans from direct loan funds because 
of the lack of insured loan funds. If this situation continues, the direct-loan 
funds will be fully utilized during the current fiscal year. 

The following table shows the number and amount of soil and water conser- 
vation loans made in fiscal year 1955, from September 17, 1954, in fiscal year 
1956 and estimated for fiscal year 1957, broken down between direct and insured 
loans. The numbers and amounts of direct loans for fiscal year 1955 include 
520 initial and subsequent loans for $2,608,589 of water facilities loans made 
prior to September 17, 1952. 
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Soil and water conservation loans 


Nee EEE REED — --- 




















Loans to individuals Loans to groups | 
Fiscal year | | Total 
Initial Supple- Initial Supple- | 
mental mental | 
1955 (actual): | | 
Direct: | 
BNO. o6 os cc cece ce cncuce 660 48 28 | 12 | 748 
PN iccitnrnngiheiawbaanne $2, 459, 425 $102, 308 $1, 319, 710 | $161, 300 $4, 042, 743 
Insured: | 
SE Ss a cmmadeaaes 2, 803 | 96 14 0 | 2, 913 
EE EIS $14, 570, 390 | $375, 276 $298, 650 | 0 | $15, 244, 316 
1956 (actual): | 
Direct: | 
he tebe eel 339 | 44 8 | 0 391 
PRs seicanncden seeaali $676, 267 | $78, 522 $566, 300 0 | $1,321, 089 
Insured: | 
Number....-....- ape 1, 790 | 114 25 1 | 1, 930 
fl le Sale a, $9, 557, 057 $373, 600 $651, 845 | $6, 750 $10, 589, 252 
1957 (estimated): | | 
Direct: | 
TE ea ee 800 | 100 20 20 940 
PE ccacnyews awenewee $3, 600, 000 $200, 000 $1, 600, 000 | $100, 000 $5, 500, 000 
Insured: 
a 1, 180 150 15 5 1, 350 
Ric wriseninnistivcnincwteah | $6, 360, 000 $480, 000 $600, 000 $60,000 | $7, 500, 000 








4. Repayments on loans 


The following table shows the status of principal and interest payments on 
water-facilities loans made prior to September 17, 1954: 


Water-facilities loans 


2 casa ec nem talc beatin tcc Ice cass ie $37, 173, 178 
ee dt cmanenaiiell $19, 482, 950 
I) SI itll ba csemscanenveniinem nina eniensh $19, 376, 099 
NTE eee as reel aR ee a ce eee $3, 171,053 
Ratio of principal repayments to matured principal (percent) -—--~- 99.5 


SOIL AND WATER CONSERVATION LOANS 


The following is the status of direct and insured soil and water conservation 
loans made to individuals between September 17, 1954, and January 1, 1956. 
All of these loans have a January 1 annual maturity date. As of January 1, 
1956, 3,804, direct and insured loans for $18,473,095 had been made. On the 
same date, 101 borrowers had paid in full their principal indebtedness of 
$436,000, and had made interest payments of $8,300, including insured loan 
charges. Of the 3,703 borrowers receiving loans of $18,037,095 who still owe 
balances, 649 were ahead of their scheduled payments, 486 were behind their 
scheduled payments, and 2,568 were on schedule. Total principal and interest 
scheduled installments through January 1, 1956, for all borrowers with unpaid 
balances totaled $1,503,209. Against this amount borrowers had paid $1,409,004 
as regular payments on their installments. This represents 93.7 percent of 
the total principal and interest installments due. In addition, the same bor- 
rowers had paid $431,864 in refunds and extra payments, representing payments 
derived from the sale of land or from some other source which were not credited 
to the regular installments. 

As of January 1, 1956, 38 associations had been advanced $1,488,900 in direct 
and insured loans. One association borrowing $1,950 had paid in full. Of the 
balance of 37 associations borrowing $1,436,950, only $28,053 in principal and 
interest installments had fallen due as of January 1, 1956. Total principal and 
interest payments against these installments were $32,389. 

It was necessary to advance to lenders holding insured loans a total of 
$182,532 immediately after January 1, 1956, in order to cover the balance of 
principal and interest installments not paid by borrowers. 
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Di1SASTER LOANS, Erc., REVOLVING FUND, DEPARTMENT OF AGRICULTURE 
STATUS OF PROGRAM 


Establishment of fund.—Public Law 38, approved April 6, 1949 abolished the 
Regional Agricultural Credit Corporation and established the disaster loan 
revolving fund under the Secretary of Agriculture from the assets of the Cor- 
poration so abolished. The assets amounted to $45,494,334. 

Public Law 202 approved October 24, 1951, appropriated $30 million for this 
fund. Public Law 175, 83d Congress, approved July 31, 1953 appropriated $130 
million as an addition to this fund. Of this amount, $40 million was specified for 
the furnishing of feed in disaster areas and was later increased (Public Law 
357, approved May 11, 1954) to $50 million with provision for furnishing emer- 
gency feed and seed assistance by means of advances to States or agencies 
thereof or otherwise. 

This fund and other authorities available to the Department are being used to 
finance programs for emergency assistance to farmers. The specific programs 
are as follows: 


1, Emergency loan programs (disaster loan revolving fund) 


(a) Production emergency loans (including loans in the Great Plains area). 
Pursuant to Public Law 38, loans are made to eligible farmers and stockmen in 
designated areas at 3 percent interest who have suffered damage as the result 
of floods, storms, freezes, droughts, or similar disasters and who are unable 
to obtain needed credit from banks or other established sources to enable them 
to continue their operations. Public Law 38 also authorized loans to bona fide 
fur farmers which authority expired June 30, 1953 except for further supple- 
mentary advances to farmers presently indebted as authorized by Public Law 
255, approved August 13, 1953. Public Law 655, 8ist Congress, provided for loans 
to orchardists in the State of Washington, which authority expired August 5, 1953. 

(b) Heonomic emergency loans.—Public Law 115, 88d Congress, approved 
July 14, 1953, authorized loans (which are made at 3 percent interest) in any 
disaster area declared by the President under Public Law 875, (42 U. 8S. C. 1855) 
if the Secretary finds that an economic disaster has also caused a need for 
agricultural credit that cannot be met temporarily by regularly established 
lending institutions, including the regular programs of the Farmers Home Ad- 
ministration. 

(c) Special livestock loans.—Public Law 115 also authorizes loans at 5 per- 
cent interest to established livestock producers who are temporarily unable to 
secure credit from recognized lenders and who have a reasonable chance of 
working out their difficulties with supplementary financing. This authority 
was originally for 2 years subsequent to July 14, 1953 but was extended through 
1957 for initial loans and through 1959 for subsequent loans by Public Law 166, 
approved July 15, 1955. 

(d) Speciai emergency loans.—Public Law 727, approved August 31, 1954, 
authorized the Secretary until June 30, 1955, to make special emergency loans 
up to a total of $15 million in any area where he found a need for credit which 
could not be met by regular financial institutions, the Farmers Home Adminis- 
tration under its regular loan programs, or through authorities contained in 
Public Law 38. Such loans are made at 3 percent interest. Activity under this 
program was extended through the 1956 and 1957 fiscal years by Public Law 117, 
approved June 30, 1955. The program was again extended by Public Law 878 
approved August 1, 1956 through the fiscal year 1959 and the limitation in- 
creased to $65 million. 
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Cumulative activity under the various loan authorizations to June 30, 1956 





| | 


| Percent 











| 
| } | | principal 
Principal | Principal | Principal | Principal | Interest repay- 
advances | maturities | repayments | outstanding | payments | ments to 
maturi- 
| ties 
“ tic alpen either ete tiie 
Production emergency - 
loans......-------.---.} $221,014, 951 | $183, 053,865 | $166,458,017 | $54, 161,885 | $5,171,010 90. 9 
Economic emergency 
loans---- ; 88, 993, 876 65, 463, 565 58, 173, 556 30, 795,782 | 1,779,271 88.9 
Special eme rgency loans. 14, 934, 898 1, 581, 554 1, 597, 986 13, 336, 962 35, 643 101.0 
eee 5, 494, 990 5, 429, 105 5, 090, 187 404, 803 261, 474 93.7 
Orehard loans-.........-- 267, 130 267, 130 264, 240 2, 890 5, 957 98. 9 
Special livestock loans-..- 67, 379, 575 47, 115, 321 40, 518, 540 26, 820,816 | 2, 495,759 86.0 


Since inception of the various loan programs, principal writeoffs to June 30, 
1956, totaled $93,389. A total of $366,418 has been reduced to judgment. In 
addition to the programs listed above, the Farmers’ Home Administration is 
servicing the loans receivable of the Regional Agricultural Credit Corporation 
outstanding at the time this Corporation was abolished. A total of $2,106,448 
in principal and interest has been collected on these loans to June 30, 1956, 
principal writeoffs totaled $729,383, and $36,343 principal has been reduced to 
judgment. 

Except for the Regional Agricultural Credit Corporation loans, there has been 
no general authority to write off uncollectible balances of loans made under au- 
thorities contained in Public Law 38, except some writeoffs that are permissible 
under bankruptcy laws and other specific legislation. Public Law 878, approved 
August 1, 1956, amending the Bankhead-Jones Farm Tenant Act, extends the 
eancellation, compromise, and adjustment authority previously available under 
that act, and broadens the authorities to include loans made under Public Law 38. 
It is expected that there will be considerable use of the new writeoff authority 
in connection with emergency and special livestock loans. 

1956 loan program.—During the 1956 fiscal year a total of $87,043,993 was obli- 
gated for production and economic emergency, special emergency, special live- 
stock and fur loans. The heaviest activity in the production emergency program 
continued to be in the Southwest and middle Great Plains States, where effects 
of longtime drought continuéd to create a heavy demand for loans. The special 
loan program of emergency loans in the Great Plains area totaled $12,261,013, 
and initial loans were made to 2,795 borrowers. These borrowers all operated 
under long-term and annual farm and home plans worked out with Farmers’ 
Home Administration county supervisors. In addition, a large volume of pro- 
duction emergency loans was made in the Great Plains area to individuals for 
whom long-term farm and home plans were not developed. The principal activ- 
ity under the economic emergency loan authorities was in the State of Texas, but 
some other States experienced heavy loan activity. For example, loans in Ark- 
ansas, Louisiana, and North Carolina totaled about $6,100,000. Special emer- 
gency loans were made in 21 States, the largest activity being $4,415,000 in North 
Dakota. The special emergency loan activity during the year exhausted the 
$15 million limitation on these types of loans in April, and many applicants were 
denied assistance because of the limitation. Special livestock loan activity was 
less than in the 1955 fiscal year. About 75 percent of the total was loaned to 
individuals already indebted. 

Emergency, special livestock and other loans obligated from the revolving fund 
during the 1956 fiscal year were as follows: 
| Initial Subsequent Total 


Number} Amount | Number| Amount | Number Amount 





Production emergency - - 9, 836 |$30, 607, 756 4,067 | $6, 536, 642 13,903 | $37, 144, 398 
Economic emergency - - - : ae 10, 588 16, 007, 505 6,781 | 7,069, 926 17,369 | 23,077, 431 
Special emergency - __-| 12,811 | 13,281, 782 173 | (129,747 | 12,984| 13,411,529 
rem. f 306 | 3,285,045 1,275 | 10,044, 115 1,581 | 13,329,160 
Fur... E 0 0 10 81, 475 10 81, 475 


Total Seiad _...| 33,541 | 63,182,088 | 12,306 | 23,861,905 | 45,847 | $7,043, 993 
I 
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1957 loan program.—During the 1957 fiscal year, production, economic and 
special emergency loans will be provided on the same basis as in 1956. The 
production emergency loan activity during the year is expected to be somewhat 
less than in the fiscal year 1956. This also applies to economic emergency loang 
which are made only in areas designated by the President as eligible for assist- 
ance under Public Law 875. There undoubtedly will be considerable demand for 
these loans from borrowers already indebted. Special livestock loans will be 
available to farmers, ranchers and stockmen needing credit to continue their 
livestock operations during the 1957 fiscal year. Many of the livestock men re- 
ceiving loans in the past are experiencing great difficulty in working out their 
difficulties, principally because of the continued lack of moisture. It is expected 
that losses on the loans outstanding will be substantial, particularly if there 
is no break in the drought. It appears that in many cases the operators are in 
such financial distress that there is little likelihood that they will ever be able 
to repay their loans in full. The Farmers’ Home Administration is currently 
earrying about a 20 percent reserve to cover losses on special livestock loans, 
The situation with respect to repayments on emergency loans is relatively good. 


2. Emergency feed and seed program 


(a) Emergency feed and seed assistance provided under the disaster loan re- 
volving fund and by the Commodity Credit Corporation._—Public Law 115 author- 
ized the furnishing of feed for livestock and seed for planting to established farm- 
ers and ranchers and stockmen in connection with any major disaster determined 
by the President to warrant Federal assistance under Public Law 875 (42 U.S.C. 
1855). Under this authority, feed grain and concentrates, principally cottonseed 
nieal, corn, wheat, oats, and mixed feeds, were furnished at less than market 
cost to eligible farmers in designated areas through the facilities of the Com- 
modity Stabilization Service, the Farmers’ Home Administration, and special 
State and local drought committees. Beginning with fiscal year 1955, under 
authority of section 407 of the Agricultural Act of 1949, amended by Public Law 
480, 83d Congress, the unrecovered costs of feed furnished and related handling 
and transportation costs are borne by the Commodity Credit Corporation, as 
described in the budget estimates for the Corporation. Administrative expenses 
are chargeable to the $50 million limitation established by Public Law 175, as 
described above. 

In the fiseal years 1954, 1955, and 1956, the emergency hay and roughage pro- 
gram was conducted through agreements with States under which the Depart- 
ment contributed a definite sum to the State to defray one-half the cost of 
distribution of the hay (not to exceed $10 per ton) and the State assumed full 
responsibility for purchasing and distributing the hay to farmers eligible. The 
program in the fiscal year 1957 is being conducted by the Farmers’ Home Ad- 
ministration whose county committees are responsible for determining the eligi- 
bility of applicants and approving the amount of assistance. Agreements are 
entered into with States in specified amounts. Assistance to individual farmers 
is based on a Federal contribution of $7.50 per ton of hay and roughage actually 
purchased by farmers. Certificates redeemable for cash are issued by the 
Farmers’ Home Administration. Advances are made to States to enable the 
States to redeem these certificates on which certification is made by the farmer 
and the dealer that the tonnage specified has been purchased. 

Drought conditions continue to require the designation of counties for emer- 
gency feed assistance. Up to December 31, 1956, a total of 577 counties in 12 
States were receiving this assistance in the 1957 fiscal year. On that same date, 
518 counties in 7 States were designated for assistance under the hay and 
roughage program. 

On July 1, 1956, there was an unabligated balance of $11,801,079 of the $50 
million limitation on hay, feed, and seed assistance. In addition there were 
accounts receivable of $254,417 representing claims for freight-charge adjust- 
ments on prior-year programs. As of January 10, 1957, this balance had been 
used in connection with the 1957 fiscal year hay and roughage program. In ad- 
dition, allocations totaling $8 million had been made from the President's dis- 
aster relief fund to provide amounts for the hay and roughage program. It is 
contemplated that these allocations will be repaid from the supplemental au- 
thorization requested for 1957 which would permit the use of an additional 
$25 million under the disaster loan revolving fund for emergency feed and seed 
assistance. 
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(b) Grazing in disaster areas on acreage reserve lands under soil bank pro- 
gram.—Needy farmers and ranchers of 678 counties in major disaster areas 
designated by the President under Public Law 875, 81st Congress, are being 
permitted, through January 31, 1957, to graze basic livestock on land in the 
acreage reserve under the soil bank program. This is explained in more detail 
in the justification for the soil bank program. 


3. Emergency conservation measures 


(a) Assistance to States in wind erosion control, fiscal year 1954.—Under the 
general statutory authority of Public Law 875, the Department, in March 1954, 
was authorized to use a portion of the $10 million previously allocated to it 
from the President's disaster relief fund for the hay program, to provide financial 
assistance on a reimbursable basis to States and local governments in carrying 
out their own programs of wind erosion control. Under the program $200,000 
was made available to Kansas under an agreement which expired on June 1, 
1954. Kansas actually used $5,800, and the balance of the $200,000 was re- 
turned to the Department. The State of Kansas has subsequently repaid 
$3,000 of the $5,800 advance. 

(b) Assistance under the agricultural conservation program.—Emergency 
conservation assistance is provided farmers and ranchers in disaster areas 
under the agricultural conservation program. This work is explained in more 
detail in the justification for that program. 

The following statement shows the funds available and used under the disaster 
loan revolving fund for each fiscal year since its inception, including estimates 
for 1957 and 1958. In addition to the obligations shown on this statement for 
1957, the 1958 budget reflects the anticipated use of $10 million in 1957 for the 
bay and roughage program from the pending supplemental authorization to use 
$25 million of the fund for the emergency hay and roughage program. 
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FarM TENANT-MortTGAGE INSURANCE FUND, FARMERS’ HOME ADMINISTRATION 


This budget schedule covers an account established pursuant to section 11 (a) 
and 12 (e) (2) of the Bankhead-Jones Farm Tenant Act, as amended, which 
authorized the appropriation of not to exceed $25 million for the establishment 
of the mortgage insurance fund. The sum of $1 million was appropriated 
in the Department of Agriculture Appropriation Act, 1948, as the initia] capital 
for this fund. The authority for insuring loans as contained in the Bankhead- 
Jones Farm Tenant Act is restricted to farm ownership loans under title I, 
Public Law 597, approved August 17, 1954, amending the Water Facilities Act 
of 1987, also authorizes the use of this fund for insuring loans for soil and 
water conservation purposes. * 

The initial amount of $1 million is supplemented by initial and annual charges 
collected from insured loan borrowers and by such initial fees for inspection, 
appraisal, and other charges in connection with farm ownership loans as the 
Secretary of Agriculture finds necessary. One-half of the initial and annual 
charges collected as the premium for insurance, and such amounts as are appro- 
priated to the fund under section 11 (a), are available for payments with respect 
to insured loans. In addition, section 13 (b) and (c) authorize borrowing from 
the Secretary of the Treasury any additional funds needed. Moneys not needed 
for current operations may be invested in direct obligations of the United States, 
The other one-half of the initial and annual charges, together with such fees 
for inspection, appraisal, and other charges as the Secretary may determine in 
connection with farm ownership loans are available for administrative expenses 
in carrying out the insured loan programs. It is estimated that receipts derived 
from these sources during the fiscal year 1957 available for administrative 
expenses in 1958 will amount to approximately $830,000. 

Assets of the capital fund, including receivables and the $1 million originally 
appropriated are estimated to be approximately $13,088,000 at June 30, 1957. 
The investment of the Government on this date is estimated to consist of 
$6,985,000 in borrowing from the Treasury, $1 million in appropriations, and 
$5,103,009 in retained earnings. 

The number of farm-ownership loans insured each year from the beginning 
of the program in October 1947 through the third quarter of the fiscal year 1951 
showed a steady increase. The number insured in the fourth quarter of 1951 
and in 1952, 1953, and 1954 decreased as a result of the lack of investment capital 
due primarily to the low interest rate then in effect. Actual loans for 1955 and 
1956 show a marked increase over 1954 as a result of (1) the enactment of 
Public Law 521, amended July 22, 1954, which amended the Bankhead-Jones 
Farm Tenant Act to provide a flexible interest rate on insured loans, (2) the 
further amendment to this act by Public Law 273, approved August 9, 1955, 
providing that mortgages shail run to the Government instead of to the lender, 
and (3) the enactment of Public Law 597 extending the water-facilities program 
to the entire Nation and authorizing the insuring of loans made by private 
lenders for soil and water conservation purposes. Due to considerably higher 
interest rates in effect and to the tight money situation in 1957, the insured loan 
volume is expected to be below 1955 and 1956. 

Insured loan activity since 1948 and estimated for 1957 fiscal year is shown 
in the following table: 

Loans insured by fiscal year 








Number of initial loans Amount of initial and subsequent 
| loans 
Fiscal year 
Farm | Soiland | Farm Soil and 
owner- water con- Total owner- water con- Total 
ship servation ship servation 
1948... - 338 338 | $2, 412,837 | $2, 412, 83 
1949 1, 149 | 1,149 | 7,937, 241 7, 937, 241 
1950 , nauliaonan 2, 191 | 2,191 | 16, 586, 860 16, 586, 860 
1951- 2, 150 | 2,150 | 17, 596,050 17, 596, 050 
1952_. | 1, 097 | 1,097 | 10, 493, 008 10, 493, 008 
1953 __- ‘ ale 1, 041 | 1,041 | 10,681,721 | 10,681, 721 
1954 ’ hedel 885 |__. . 885 | 9,751, 541 |} 9,751, 541 
1955__. dies Mliiaieas aaa 2, 872 | 2, 817 | 5, 689 | 31,673,069 |$15, 244,316 | 46,917,385 
1956 ‘ book 3, 198 | 1,815 5,013 | 38,917,123 | 10,589,252 | 49, 506, 375 
1957 (estimate) vonepen 1, 960 | 1, 195 3,155 | 30,000,000 | 7,500,000 | 37, 500, 000 





Note.—There are no employees paid from this fund. 
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Mr. Wuirren. We will be glad to have any general statement you 
care to make, Mr. Scott. 


GENERAL STATEMENT OF THE DrrecTorR, AGRICULTURAL CREDIT SERVICES 


Mr. Scorr. Thank you, Mr. Chairman. Before Mr. Hansen, the 
new Administrator of the Farmers’ Home Administration, begins the 
regular budget presentation for his agency, I would like to review 
briefly the recent and current activities of the Farmers’ Home Admin- 
istration as a service organization to farmers. 


LOANS INCREASED 


Through increased borrowing authorizations for loans and through 
the insured loan programs, the dollar volume of loans has been in- 
creasing each fiscal year. The total volume of $308,587,000 in 1956 
was larger than in any previous year, and the 1957 total is expected to 
be even greater. A large part of the increase in the last 3 years was 
due to the need to provide emergency loans in a great many States. 
In 1957 the principal increase will be in operating loans formerly 
known as production and subsistence loans. 

While there has been an increase in the dollar volume of loans, the 
increase has not resulted in a proportionately larger number of 
farmers being assisted. This is due to increased farm operating costs 
and to the emphasis the Farmers’ Home Administration rightfully 
is placing on assisting farmers to become established on a sound basis 
with fully adequate resources. 


AMENDMENTS TO BANKHEAD-JONES FARM TENANT ACT 


During the second session of the Eighty-fourth Congress, several 
important amendments to the Bankhead-Jones Farm Tenant Act were 
enacted. The amendments have placed the Farmers’ Home Adminis- 
tration in a much better position to serve farmers, and particularly 
those farmers whose resources have not been sufficient to withstand 
the effects of the postwar adjustment period and who may be in dis- 
tressed circumstances because of the prolonged drought conditions in 
some parts of the country. 

For the first time farm ownership loans can be made to owner-oper- 
ators whose primary needs are to refinance their existing indebtedness. 
This authority permits loans for refinancing secured real estate and 
chattel indebtedness as well as unsecured indebtedness. 

Title II of the Bankhead-Jones Farm Tenant Act was amended to 
increase the size of loans and to extend the period of repayment un- 
der certain circumstances from the previous maximum of 7 years to 
a maximum of 10 years. The loans were previously limited to $7,000 
in the first instance, with a total*limit on principal and interest in- 
debtedness of $10,000. 

Loans may now be made in the first instance up to $10,000, and 
within limits, based on 10 percent of the funds available, wp to $20,000. 
The total indebtedness limit was changed to a principal San out- 
standing of $20,000. 

Also, an operating loan may now be made to an operator of a less 
than family-type farm if the operator is conducting substantial 
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farming operations and is able to supplement his income sufficiently 
by off-farm employment. : 

The Department supported all of these amendments and we believe 
the budget estimates for 1958 are sufficient to permit the Farmers 
Home Administration to carry out the intent of Congress in enacting 
the legislation. As you know, a supplemental loan authorization for 
farm ownership loans in 1957 is pending in the Congress. 

The 1958 budget also contains a forcast of a supplemental estimate 
for additional farm-ownership loan funds in 1958, contingent upon 
the enactment of legislation authorizing larger amounts for direct 
loans and making some necessary changes in the formula for dis- 
tribution of the funds among the States and Territories. 


EMERGENCY ASSISTANCE 


The Farmers’ Home Administration continues to play an important 
role in the alleviation of distressed conditions caused by droughts 
and other natural disasters. The emergency and special livestock 
loan programs are continuing to assist thousands of operators each 
year who have exhausted their line of credit elsewhere and who need 
emergency assistance. 

In addition, the local county offices of the Farmers’ Home Adminis- 
tration are processing applications for emergency feed assistance and 
are processing applications and issuing redemption certificates under 
the current hay and roughage program. 

The prolonged drought conditions in some of the Western and 
Southwestern States have created an unusually heavy burden on the 
disaster loan revolving fund because of the necessity to continue the 
feed programs and the emergency and special livestock loan programs 
in these states for several years. The Farmers’ Home Administra- 
tion is to be commended at all levels of operation for the splendid 
manner in which they have carried out the emergency programs, and 
I believe that very strongly, genflemen. 

Through this organization it is possible to come to the aid of 
farmers and ranchers in any area of the country promptly, and to 
conduct an orderly program with a minimum of redtape. While the 
emergency feed programs have disrupted to some extent the regular 
operations of the agency, we believe that the utilization of temporary 
employees has reduced this disruption to a minimum and that no 
ill effects will be experienced in the orderly conduct of the regular 
loan programs. 

We have under way plans which, I believe, at an early date will 
relieve the Farmers’ Home Administration offices of the work on 
the emergency feed programs by transferring this job to another 
agency of the Department. 

We are endeavoring to keep well informed on the agricultural credit 
situation. We intend to be as realistic as possible in appraising the 
need for agricultural credit supplied by the Federal Government. 
We believe it is in the best interests of our farm and ranch families 
to continue to get their credit needs from the usual source whenever 
that is possible. 

Therefore, we are working closely with other principal lenders with 
this in mind and to keep the lending services of the Farmers’ Home 
Administration on a supplemental and noncompetitive basis. 
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The private and cooperative lending institutions are in strong finan- 
cial position and are able to continue as major sources of agricultural 
credit. We are encouraging other lenders to confine their referrals 
to the Farmers’ Home Administration for refinancing to family- 
sized operations where it is evident there is need for management 
guidance and assistance of the nature which the Farmers’ Home Ad- 
ministration is particularly qualified to provide. This, of course, 
is in the interest of conserving the loanable funds of the Farmers’ 
Home Administration, so that they may be of real help to as large a 
number of family-sized operations as is possible. 

Through the use of their emergency lending authority the Farmers’ 
Home Administration will continue to be of real help to the lenders, 
short of refinancing the debts, and thus share in helping a larger 
group of farmers get needed credit. 

With the possible exception of a few minor points that we now 
have under consideration, we believe the Farmers’ Home Administra- 
tion has adequate authority to meet the credit needs of eligible family- 
sized operations. 

With the continued cooperation of other major agricultural lenders 
we believe there is adequate authority and plenty of resources to take 
care of the necessary credit requirements of farm and ranch families. 


BIOGRAPHICAL SKETCH OF ADMINISTRATOR HANSEN 


Mr. Chairman, I am sure that you will be glad to welcome Mr. Ker- 
mit Hansen, the new Administrator of the Farmers’ Home Adminis- 
tration, who has been in office since July 25, 1956. Mr. Hansen was 
State director in Iowa for 2 years before taking the position of Admin- 
istrator, and I know he is thankful for the opportunity to have received 
this very valuable field experience before being assigned to head the 
agency. I have a biographical sketch of Mr. Hansen, which I would 
like to offer for the record if the committee would desire to receive it. 

Mr. Wuirren. We would very much like to have it and we are 
pleased to have Mr. Hansen with us. 

(The biographical sketch of Mr. Hansen follows :) 


BIOGRAPHICAL SKETCH OF KerMIT H. HANSEN, ADMINISTRATOR, FARMERS’ HOME 
ADMINISTRATION 


Kermit H. Hansen took office on July 25, 1956, as the Administrator of the 
Farmers’ Home Administration, United States Department of Agriculture. He 
came to Washington after having served as the agency’s Iowa State director for 
the previous 2 years with headquarters in Des Moines. 

Mr. Hansen has served as a professional agricultural worker in the United 
States Department of Agriculture for approximately 20 years. 

From 1935 to 1953 he was employed by the Soil Conservation Service. For 
the first 8 years with that agency he assisted in the development of soil surveys 
in cooperation with State agricultural colleges in Iowa, Missouri, Indiana, 
Louisiana, and adjacent States. During the years 1943—46 he served as an officer 
in the Navy. 

From 1946 to 1953 he held administrative positions in Soil Conservation Serv- 
ice area, State and regional offices in Iowa, Minnesota, and Wisconsin. 

In July 1953 Mr. Hansen left Federal service to become farm loan representa- 
tive of the United Home Bank & Trust Co., of Mason City, Iowa. 

He was appointed Iowa State director of the Farmers’ Home Administration 
on August 3, 1954. 
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Mr. Hansen was born and raised on a farm near Callender, Iowa, and has a 
part interest in a corn-hog farm in Webster County. He graduated from lowa 
State College in 1932. He is married and has one daughter. 

Mr. Wurrren. We will be glad to have your general statement if you 
would like, Mr. Hansen. 


GENERAL STATEMENT OF THE ADMINISTRATOR, Farmers’ Home 
ADMINISTRATION 


Mr. Hansen. Mr. Chairman, this is my first appearance before your 
committee in connection with annual budget estimates and I am grate- 
ful for this opportunity to discuss the activities of the Farmers’ Home 
Administration and to review the budget estimates for the fiscal year 
1958. 

LOAN POLICY 


When I took over my new duties in late July 1956, the Congress had 
just enacted amendments to the Bankhead-Jones Farm Tenant Act, 
and our national office staff was busy preparing rules and regulations 
for use by field offices. We had a series of training conferences with 
the various State office officials in August and September, and the 
State offices in turn held meetings with all the county supervisors, 
explaining the new authorities and training the county supervisors 
in the new procedures. 

In connection with policy considerations, we particularly stressed 
the fact that the primary purpose of the Farmers’ Home Administra- 
tion is to establish qualified ae families as successful operators of 
efficient family-type farms. In order to achieve this objective, loans 
must be made on a sound basis. 

It is therefore essential that adequate resources of land, labor, live- 
stock and equipment be available to each farm family to whom a loan 
is made and that such resources be productively employed with rea- 
sonable efficiency. The three following basic factors in agriculture 
have caused farm families to need more resources than heretofore if 
they are to be successfully established in farming and enabled to con- 
tinue in that business on a sound basis: 

First: Continuous technological improvements in agriculture have 
placed farming on a highly competitive basis. These improvements 
have made it possible for farmers to utilize their available family 
labor more efficiently than previously and to efficiently expand their 
operations with their own labor. 

However, these improvements have greatly increased the investment 
which farmers must make in equipment and have also materially in- 
creased their cash operating costs. 

Second: The living standard of farm families generally has been 
rising rapidly in recent years and this has added materially to the 
cash requirements of farmers. 

Third: Losses of income arising from adverse weather conditions 
and surplus production with respect to some agricultural commodi- 
ties causing a lowering of prices has caused in some areas a decrease 
in net income realized by farmers. 

The one most important thing that stands out in my experience as 
State director in Iowa for 2 years is the fact that successful farming 
in today’s agriculture requires adequate land and other resources. 
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Farmers just cannot compete today who do not have adequate re- 
sources and who do not utilize properly the results of research. 

If a farmer is to withstand the reverses which are ever recurring, 
he must have a well diversified operation that will cushion the blow 
and permit him to realize on some enterprises while others are failing. 

For some time now, the Farmers Home Administration has had 
minimum resource guides geared to the communities pattern of farm- 
ing for use in evaluating the proposed farming operations of an 
individual applicant. These guides, which are developed in coopera- 
tion with local agricultural leaders, are the answer to the question 
“What does it take to make a success of farming in this community.” 
We have found that adherence to these guides will enable most bor- 
rowers to withstand adversities and eventually become successful 
operators. 

The supervision and technical guidance features of our program 
are also an essential element in helping farmers to become successful 
operators. Well trained county supervisors are of tremendous assist- 
ance to borrowers in their day-to-day operations. 

In addition to providing technical assistance throughout the year, 
county supervisors perform a year-end analysis review with most 
regular program borrowers. In this analysis, the county supervisor 
and the borrower have an opportunity to review the past year’s 
operation and find out where the operation has been strong and where 
it has been weak. As a result of this review, changes in the farm and 
home plan can be made to reduce the possibility of failure. 


LOAN OPERATIONS 


In all its direct and insured loan programs, the Farmers Home 
Administration loaned $308,587,000 during the 1956 fiscal year. Our 
current estimates for 1957 are that we will loan about $370,600,000 
including $26 million contained in the supplemental estimate for farm 
ownership loans in House Document No. 48. 

Collections during the last few years have been increasing, and in 
1956 we collected $283,128,000, an increase of $25,201,000 over 1955. 
If our estimates of collections in 1957 hold up, the collections this 
year are expected to be about $298,131,000. 

In 1956, we were able to secure funds from private lenders for all 
the insured loans which were approved. Insured farm ownership and 
soil and water conservation loans during the year totaled $50,355,000. 
During this fiscal year our estimates are for a total of $37,500,000 in 
insured loans, but it now seems doubtful that funds from private 
lenders can be secured to permit insuring this volume of loans. In- 
creased direct-loan funds are needed, oe a supplemental estimate of 
$26 million for direct farm ownership funds in 1957 has been sub- 
mitted for the consideration of the Congress. 

In addition, legislation is being proposed increasing the statutory 
limit on annual authorizations for direct farm ownership loans from 
the present limit of $50 million to a limit of $75 million. As a part of 
this legislative proposal, changes are proposed in the method of 
allocating funds among the States and Territories to permit more flexi- 
bility in meeting the needs and demands as they develop throughout 
the country and providing a basis on which loans to nonveterans could 
be increased within the total funds available. 


87767—57—pt. 3——12 
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The current statutory formula for the distribution of direct loan 
funds among the States and Territories is such that loans to non- 
veterans are restricted unduly and it is not possible to adequately meet 
the needs of nonveteran applicants even when funds are otherwise 
available and the question of veterans’ preference is not involved. 


LOAN AUTHORIZATIONS 


The budget estimates for 1958 provide for a total of $235,500,000 in 
Treasury borrowing authorizations for loans. In addition, the esti- 
mates anticipate obligations of $50 million in 1958 for farm housing 
loans. Funds for these loans are available from the statutory borrow- 
ing authorization contained in amendments to title V of the Housing 
Act of 1949 enacted during the last session of Congress. These amend- 
ments authorize the borrowing of $450 million from the Secretary of 
the Treasury for farm housing loans during a 5-year period from 1957 
to 1961. Obligations in 1957 for farm housing loans are estimated at 
$30 million, including about $1,332,000 carried over from 1956 of the 
authorization during that year. 

Including farm housing loans, the estimated obligations in 1958 
from funds borrowed from the Treasury are $285,500,000. 


- FARM OWNERSHIP LOANS 


The budget estimate for farm ownership loans is $50 million, an in- 
crease of $26 million over the present 1957 authorization of $24 mil- 
lion. The estimate for 1958 does not anticipate any improvement in 
the situation with respect to insured loans. It now appears that funds 
from private lenders will be no more accessible in 1958 than in 1957, 

The committee is familiar with the need for additional farm owner- 
ship loan funds and legislative changes as expressed in the hearings 
held on the supplemental estimate on January 28. However, for the 
record I would like to reiterate the importance of the legislative 
amendments being proposed. Amendments to title I of the Bank- 
head-Jones Farm Tenant Act are proposed to increase the present 
$50 million statutory limit on annual authorizations for loans to $75 
million, and to revise the distribution formula so that one-quarter 
of the amount of funds available each year may be distributed to the 
States and Territories without regard to farm population and preva- 
lence of tenancy. The other three-fourths would be distributed in 
accordance with the present formula. This change is most important 
as far as providing assistance to nonveteran applicants is concerned. 
Under the present formula, funds not needed in one State may be 
transferred to another State only for loans to be made to veteran 
applicants. No transfers may be made for nonveteran applicants. 
This means that if one State has obligated the entire amount of funds 
available under the distribution formula, that State can make no 
more loans to nonveterans. 

Because of the need to give preference to veterans, usually very few 
loans to nonveterans can be made within the initial distribution to 
States under the formula. Large numbers of applications are being 
received from both veterans and nonveterans and, of course, the 
individual need is as great for nonveterans as for veterans. With 
additional direct loan funds available, there probably will be no 
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question about the adequacy of funds to take care of veteran appli- 
cants so that relaxation in the formula is possible without regard to 
the veterans’ preference policy. The one remaining amendment 
proposed is to place a limit of $50 million on the amount of direct 
and insured farm ownership loans which may be made primarily 
for refinancing. There is presently a limit of $50 million on loans 
primarily for refinancing, but this limit applies only to insured loans, 
At the time this limitation was placed in the act it was thought that 
most of the loans for refinancing existing indebtedness would be 
insured loans. In order to maintain the integrity of this provision, 
now that insured loan funds are not adequately available, we are 
proposing that the $50 million limit be applied to the sum of direct 
and insured loans. 
FARM OPERATING LOANS 


The budget estimate for operating loans is $180 million, the same 
amount as available in 1957. These loans were formerly known as 
production and subsistence loans, but the name was changed by stat- 
ute to operating loans. For 1957, the borrowing authorization for 
operating loans is $180 million, and the budget estimate for 1958 pro- 
poses to continue these loans at the same level. 

For the current year, the appropriation language provided that $15 
million would be contingent upon the need for the funds as such need 
would appear in 1957 “for the expeditious and orderly conduct of the 
Joan program.” The budget estimates propose a language change 
eliminating this contingency provision so that the entire $180 million 
will be available for use throughout the year. There seems no ques- 
tion but that the entire amount of $180 million will be needed in 
1958, and for this reason the budget estimates propose this language 
change. 

The need for refinancing existing indebtedness is very pressing in 
the case of operating loans in the same manner as for farm ownership 
loans. Some of the added funds this year are being utilized very 
effectively to refinance the existing indebtedness of operators whose 
situtions can be improved by this type of loan advance. We have not 
yet received our field reports of the actual amount of refinancing 
being done, but undoubtedly it will be a considerable percentage in- 
crease over previous years. In fiscal year 1956 the loan advances in- 
cluded about 22 percent for refinancing existing indebtedness. 

Prior to the recent amendments to the Bankhead-Jones Farm Ten- 
ant Act, initial operating loans were limited to $7,000 with a total 
principal and interest indebtedness limit of $10,000. The act was 
amended to increase the initial loan limit to $10,000 and the total 
indebtedness limit to the principal amount of $20,000. The amend- 
ments provide that loans up to $20,000 may be made, but that not more 
than 10 percent of the entire available appropriation may be used 
for making loans to borrowers which would cause the principal in- 
debtedness to exceed $10,000. It is too early to predict the change in 
the average size of operating loans because of the increased lending 
authorities. However, the average as of December 31, 1956, for loans 
to full-time operators, comparable to the adjustment type produc- 
tion and subsistence loans, was $4,458, which compares to an average 
as of December 31, 1955, of $53,614. This«is an increase of $844, or 23 
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percent. The average of $4,458 possibly will be reduced, as a larger 
percentage of the loans this fiscal year are made in the Southern States 
where the average size loan is usually smaller. 


SOIL AND WATER CONSERVATION LOANS 


The budget estimate of $5,500,000 for soil and water conservation 
loans is the same as in 1957. The total volume of soil and water con- 
servation loans as of December 31, 1956, is slightly lower than last 
year at the same date. The continuing need for funds for direct soil 
and water conservation loans is caused by the reduced participation 
by private lenders in the insured loan program. Obligations from 
direct loan funds as of December 31, 1956, were $1,902,000 compared 
to $274,000 on December 31, 1955. There are several large association 
loans being developed which probably will all have to be financed 
from direct loan funds, and we are continuing to finance many loans 
to individuals from direct loan funds because of the shortage of in- 
sured loan funds in many areas of the country. 


SALARIES AND EXPENSES 

The budget estimate of $30 million for salaries and expenses repre- 
sents an increase of $2,250,000 over the 1957 appropriation. Included 
in the increase is $1,339,500 for contributions to the retirement fund 
applicable to the base for 1958. The balance of $910,500, which in- 
cludes funds for retirement contributions in the amount of $43,000, 
is to cover added costs in connection with the farm housing loan pro- 
gram for which adequate loan funds are now available. In addition, 
an increase of $280,000 is anticipated from receipts to the farm-tenant- 
mortgage insurance administrative fund. The obligation estimates of 
$30 million in 1957, and $50 million in 1958 for farm housing loans, 
represent a considerable added workload at all levels of operation. 
During the years since 1950, when farm housing loans have been made, 
the greatest total in any one year was $24,100,000. 

In 1958, we expect to make about 7,160 initial farm housing loans 
within the total of $50 million to be obligated. Most of the workload 
represented by this volume of loans will be in the county offices, al- 
though there will be a substantial added workload in the State offices 
and in the finance office in St. Louis. All farm housing loans as well 
as farm ownership loans are finally approved in the State offices. 
While added loan approval authority has been given to the county 
supervisors on operating loans and soil and water conservation loans, 
the approval authority for farm housing and farm ownership loans 
is still in the State offices. There have been some additions in the 
State offices during this fiscal year and some are anticipated in the 
next fiscal year in order to provide assistance in handling this large 
added volume of loans. The added expense in the State offices in 
1958 is estimated at about $97,000. 

There will be some added expense for county committees and this 
is estimated at $50,400 after considering expenses that can be absorbed 
in meetings of county committeemen that would otherwise be held in 
considering applications for other types of loans. 

The Farmers’ Home Administration continues to encounter great 
difficulty in some States in employing competent assistant county 
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supervisors at the entrance grade of GS-5. We have authorized the 
initial employment of county supervisors at grade GS-7 where this 
can be accomplished. This is limited generally, however, to assistant 
county supervisor positions at grade GS-7 which are only head- 
uartered in those offices headed by county supervisors at grade GS-9, 
The majority of the county supervisors are still GS-7, although it is 
expected that about one-third of the county supervisors will be at 
grade GS-9 by the end of the fiscal year 1958. 


DEBT SETTLEMENT ACTIVITIES 


The recent amendments to the Bankhead-Jones Farm Tenant Act 
increased the authority for the compromise, adjustment, or cancella- 
tion of old indebtedness and extended the authority to any of the pro- 
grams administered by the Farmers’ Home Administration, including 
the emergency and special livestock loan programs which were not 
heretofore covered. Among other things, we are now authorized to 
cancel indebtedness of individuals owing up to $150 principal where 
efforts to collect have been unsuccessful and where further efforts 
would be ineffectual and would likely prove uneconomical. ‘The pre- 
vious authority applied to a maximum indebtedness of $100, includ- 
ing both principal and interest. In addition, the limitation on the 
authority for the compromise, adjustment, or cancellation of indebted- 
ness, upon an application received from the borrower, has been in- 
creased from $10,000 to $15,000. Heretofore, indebtedness of $10,000 
or more had to be referred to the Secretary of the Treasury, or the 
Attorney General. The usual safeguards with respect to the debtors’ 
ability to pay are retained in the act. 

With these added authorities, we expect to make better progress in 
removing from the books those old accounts taken over from the Farm 
Security Administration and the Emergency Crop and Feed Loan 
Division of the Farm Credit Administration. During fiscal year 1956 
before the new authorities became opérative the accounts of 21,582 
borrowers were compromised, adjusted, or canceled. At the time of 
settlement about $640,000 was collected. 

Thank you, Mr. Chairman. 

Mr. Wuirren. Mr. Hansen, we appreciate the approach that you 
have made in this statement. As perhaps you are aware, many mem- 
bers of this committee have differed with the operation of this agency 
in some respects during the last few years. When this administration 
came in, the first action that was taken was to take a million dollars 
away from the Farmers’ Home Administration and turn it over to 
another branch of the Department of Agriculture. 

Everything indicated to me, at least in the attitude of your prede- 
cessor, that the desire was to dry up this agency. 

In the last year, I have been able to see a change in the attitude of 
the administration, in that they are setting out to make this program 
work. Iam pleased to see that change. 

I note in your statement, and in that of Mr. Scott, that you, contrary 
to some officials in the Department, recognize that the farm situation 
is anything but good. I notice in Mr. Scott’s statement that some 
of your requests come about because of the increased farm operating 
costs. I notice also that time has proven that this committee was 











right when we made some complaint about handling the Farmers’ 
Home Administration loans by the so-called insured approach. We 
developed in this committee that the only difference was that the bor- 
rower paid a higher rate of interest. The farmer was bound just as 
firmly—and the ‘Government was bound to the bank or to the lending 
institution, more than they would have been had they made the loan 
direct. 

Time has proven that lenders are not too anxious to get into the 
program, and now I see you are anticipating having to gradually 
go back to making this a direct loan from the Government. 


GENERAL ACCOUNTING OFFICE AUDIT REPORT 


I am interested, too, in the General Accounting Office report on 
your agency in which they recommend, and I quote : 

FHA is required to purchase the loans at the lenders’ request after the loans 
have been outstanding for an agreed initial fixed period of not less than 5 years. 

In other words, this program has made the borrower pay a higher 
rate of interest, and then after 5 years you had to pick it up, and 
when you picked it up you picked up the note plus any interest at a 
higher rate. 

Continuing, the General Accounting Office says tlris, and I quote: 

The only significant difference between direct loans and insured loans is that 
funds for direct loans are obtained from the Department of the Treasury and 
funds for insured loans are obtained directly from the public. 

The administrative expenses borne by FHA under the insured loan programs 
are larger than the expenses would be for a comparable volume of direct loans. 

They explain that in this way, and I quote: 


The FHA farm ownership insured loan program differs from the usual Gov- 
ernment insured loan program in that (a) FHA handles all details of making 
the loans, including locating the funds, processing applications, supervising 
borrowers’ operaticus servicing agcounts, and making and transmitting collec- 
tions to the lenders; (0) the Government is the mortgagee for the loan, the 
lender merely the holder of the note— 
and under existing legislation you have to assume the note at any time 
after 5 years that the bank wants you to. 


GENERAL Poricrrs In Maxine FHA Loans 


We could never see any benefit and it cost the borrower more money 
I am glad to see that you are gradually getting away from it. 

I notice that you figure that the answer to the farmer’s problem 
is to lend him more money so that he may increase the size of his opera- 
tion, on the basis that that is essential. I dare say under present 
conditions that could be true. 

I would like to call your attention to a letter that I have just received 
from the manager of the Ashland Branch Bank, at Ashland, Miss. 
He writes me as follows: 

It has come to my attention in the past few days that a change in the policies 
of the Farmers’ Home Administration will desperately affect the people of this 
section of Mississippi. My understanding is that when the Farmers’ Home 
Administration was set up several years ago it was to help people who could not 
get it from banks and other lending agencies. As I understand this new program, 
unless a farmer has an income of $4,000 a year he will not be eligible for a 
loan. You know we just don’t have many farmers who have half that kind of 
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income, and besides a person with such an income as that wouldn't have to ask 
the FHA for a loan because he could get it elsewhere. If this is true as far as 
Benton County is concerned they would just as well close their doors and save 
the expense of operation. Due to the change of policy of the FHA, and due to 
the condition of so many farmers in our section it will be impossible for many 
of them to get financed to make a crop. 

I have financed farm operation for the past 20 years, and unless they can get 
some relief soon in our section they will be put out of business. Then I suppose 
the WPA will be back again, and I certainly remember those days and shudder 
to think of them. 

The majority of the lawmakers in Washington are so shortsighted that they 
ean’t see that we are heading for trouble. They have the idea that the farmer 
is getting rich, when the fact of the matter in our section is that they are barely 
existing. Possibly they have forgotten what brought on the depression of 1930. 
If they had a grain of sense they would know that it was brought on by the 
desperate condition of the farmers. Here is the trouble. 

Then he goes into other matters with which I agree. He discusses 
the high prices of everything the farmer buys. I wonder if that 
letter relates to your program, the statement you make about helping 
farmers who make money on the side? Have you got any such policy 
as that ? 

Mr. Scorr. Let me make a general comment, if I may, to your ques- 
tion. We have had a number of recent discussions in the last year 
especially about the loans that are made under the Bankhead-Jones 
law, which we think is our basic job. I am excluding for the moment 
the emergency lending. We have a very serious object ive of making 
that service just as helpful as possible to these farm families who are 
eligible for this type of credit including the size of their operation. 

Of course, as you know, what the people in the counties feel is a 
family-sized unit will vary from one part of the country to another. 
We want to help these folks get into a sound sized business. We are 
not trying to make big ope rators out of them, but we want to get them 
into the size of business where they can go ahead and can continue to 
operate successfully. We are very anxious, and I am sure the commit- 
tee is, that we perform this service which I think the Farmers’ Home 
Administration is admirably equipped to do, to help these families 
in a short period of time get in a position to graduate to a private 
source of credit. The record is splendid on this graduation, which 
makes it possible for us to reloan and do this all over with some other 
deserving folks. 

I point out that we are trying to be real practical. 

Mr. Wurrtren. I am not trying tocondemn you. But the Secretary 
of Agriculture last year 1 reduced prices of cotton by $9 a bale. This 
year he reduced the price of cotton about $6 a bale. In the last 3 
years, cotton acreage has been cut 35 percent. 

I grant youa farm has to be an economic unit, but when his Govern- 
ment cuts a farmer 35 percent in acreage and his Government cuts the 
lis G of his cash crop $9 a bale one year and $6 a bale the next year, 

is Government has made his farm uneconomic, while his Gover nment 
is a party to his increasing costs. When you have railroad freight 
increases, minimum wages, ‘and all these other things, his Government 
has added to his cost. “Now, if the Government is going to do this 
it should assist this farmer in trying to offset what it has done to him. 
This letter from this banker is typical of the situation in my area. 
And the soil bank isn’t relieving it a bit, because there are little 
towns and merchants who are geared to this volume of business. 
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While you paid every farmer not to farm, the farmer stops buying, 
equipment and this dries up business. The soil bank is going to do 
just this in nearly every town and village. 

I realize you didn’t pass the soil beak, But Congress did, on the 
recommendations of the Department. I become more disturbed every 
day about the direction in which we are headed. I might add here 
that I visited a number of foreign countries last fall, and they are 
afraid that we won’t have cotton and other commodities to offer them 
on a continuing basis, because with the soil bank approach we will 
gradually dry up our production to where we will not be a consistent 
source of supply to the rest of the world. 

If you continue to cut a man’s acreage and raise his costs while 
lowering his price, I don’t see that you help him if you lend him any 
more money to let him increase the size of his operations; do you? 

Mr. Scorr. I couldn’t qualify if I tried to discuss the cotton situation 
with you. I would say this in all honesty: I have great faith and 
confidence in the objectives and purposes of my superior, the Secre- 
tary. We are trying our very best to make these loan programs 
realistic. We have a great deal of confidence in the judgment of 
these local committees, who are, as you well know, leading farmers in 
the community. A great deal of discretion is left in their hands after 
Mr. Hansen and his associates have general policy discussions with 
them. 

We are trying to take the situations as we find them and help these 
families get on to a reasonably good sound operating basis. As you 
have pointed out, a good economic unit. 


OFF-FARM EMPLOYMENT 


Mr. Wuirren. Of course, an economic unit depends on the cash 
income that he gets over and above his cost. With costs going up 
and acreage going down along with price, I think we are kind of 
adding insult to injury to tell him he has an uneconomic unit when the 
(sovernment made it that way. 

You made this statement : 

Also, an operating loan may now be made to an operator of a less than family- 
type farm if the operator is conducting substantial, farming operations and is 
able to supplement his income sufficiently by off-farm employment. 

That is where you have required him to show that he makes up to 
$4,000. Do you have any such policy ? 

Mr. Hansen. No; we have no such policy, Mr. Chairman. Un- 
fortunately, that type of an expression has come up before. Mr. 
Barnard has some figures here that are actual figures but actually we 
have no dollar requirement, as far as that is concerned. 

Mr. Wurrren. What you are saying in this whole program is that 
we know under present conditions you can’t make a living farming, 
but if you can show us you can make some money somewhere else 
we will help you to farm a little bit on the side; isn’t that, in effect, 
what you are saying? You won’t lend it to him on his farm, but if 
he can show he is not limiting himself to farming, if he can show he 
“an make it somewhere else, then you will lend him some money so 
he can farm on the side? 
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RURAL DEVELOPMENT PROGRAM 


»Mr Scorr. Could I respond to that, Mr. Chairman? In this so- 
called rural development program, this credit service that you re- 
ferred to is a part of that broad program. It is being carried on 
on an experimental basis. It is the subsistence-type farm family that 
I visualize we are going to try to help with this loan. It is a family 
that will be in an area where there are a good many small units. 
They have, by their own choice found work off the farm, which our 
local people feel is a reasonably dependable source of work. There 
are a lot of little mills as you know down through the South and 
other areas where we find many of these small farms. We believe that 
we can take those families where they really show evidence of wanting 
to do what they can with their little acreage, plus this rather depend- 
able source of off-farm income and make them a loan that will really 
help them get along and build up and make the most possible use of 
their little farming unit. In the aggregate with this other income 
they have much better opportunity of getting up the scale of living 
standards. 

Mr. WurrTENn. I can’t oppose that assistance. 

I am glad to see that change from a few years ago. Formerly, 
where he bought a farm under your Bankhead-Jones Act, there was 
a period where, if he got a job on the side, you foreclosed on him. 
Tam glad to see you are at least getting away from that approach to it. 


INCOME AND OTHER REQUIREMENTS BEFORE MAKING LOANS 


I would like for you to put in the record how much income you 
require to make one of these loans. If you haven’t a yardstick, Just 
check the records and see what you required in the actual loans that 
you have made. 

Mr. Barnarp. What you are reading from is the specific authority 
for loans on less than family-type farms—— 

Mr. Wuirren. That is right. I presume that is what my banker 
friend had in mind. 

Do you have any such requirement on production and subsistence 
loans ? 

Mr. Barnarp. No, sir. 

Mr. Wurrren. Do you have any such requirement on a farm-tenant 
purchase ? 

Mr. Barnarp. Well, it is in terms of the farm’s income-producing 
mpecity. 

Mr. Wuitten. The gross amount ? 

Mr. Barnarp. No; in terms of the unit he is operating, which in 
itself must produce the income necessary to make the loan. 

Mr. Wuirren. All right. Then you do require that the farmer 
show that he can make a gross of $4,000 before he is eligible. 

Mr. HANsen. That isn’t quite correct, Mr. Chairman. The man 
should have sufficient resources so that he would have income whereby 
he could make a reasonable standard living and retire his indebted- 
ness, That would vary with the type of agriculture, quality of the 
land, his markets and all of those things. 

Mr. Wurrren. Do you have your announcement of policy? This 
banker definitely states that in Benton County, Miss., you have re- 
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quired this to be eligible. In the first place he has to be in a position 
where he can’t get a loan somewhere else. Now you require that he 
can’t even borrow from you unless his unit is big enough to bring in 
a certain amount of money per year under the conditions I have 
described. 

Mr. Smirn. There are actually two kinds of operating loans or 
production-type loans that are authorized under the statute now. 
One is to operators of full-time family-type farms, and that essen- 
tially is the same thing that was being done under the production and 
subsistence loan program. And there has not been any changes in 
the policy with respect to who is eligible for that type of loan. 

Mr. Wuirren. You don’t have any monetary requirement as to 
what he will earn at the end of the year ? 

Mr. Smiru. No, sir. Our national policy merely states that these 
loans will be available to farm operators who cannot get credit from 
local sources. 

Mr. Wuirren. You tell me that you haven’t passed down to the 
State level any requirement that you won’t make a loan unless he 
can mer a volume up to a certain amount. 

Mr. Smriru. That is right. But we do go ahead and say that 
through the assistance of the loan the farmer or the applicant for the 
loan should have through our aid, through our loan program, ac- 
quired sufficient resources so that he could be a full-time farm opera- 
tor on that family-sized farm. 

Now, we have suggested to the States that they meet with local 
agricultural leaders, such as county agents, soil conservation tech- 
nicians, and other people in agriculture locally and work out at the 
county level some resource guides that would serve as a guide to our 
local county committees and to our county supervisor in finding out 
just what resources a farmer would have to have to be successful. 

This $4,000 guide I assume you have obtained from your local 
banker is prob: bly what the supervisor and the local people are say- 
ing in that county as to what the farmer—what goal he should finally 
get to, not what he has to have in order to get a loan. 

Mr. Marsuaty, If you will yield to me a minute. 

Mr. Wuirten. Yes. 

Mr. Marsnau. Is that same policy effected in all States? 

Mr. Smirn. Yes. 

Mr. Marstrraxy. I was informed that in Minnesota a county com- 
mittee wished to make a loan of this style, and they were informed 
that they couldn't make the loan because the policy was that if a 
man got more than 50 percent of his income off the farm, that that 
loan wasn’t eligible. 

Mr. Smirn. Mr. Marshall, you now have reference, I think, to the 
authority we have under the statute to make loans to operators of less 
than family-type farms. 

Mr. Marsnauy. No. In this particular instance these folks felt 
that it was a farm, while it didn’t require the full-time operation of 
the operator that it was such that in that area they w ‘ould consider 
that there were resources enough to take care of a family. 

Mr. SmiruH. You remember last year, you recall I am sure last year 
when the Congress amended title II te the Bankhead-Jones Farm 
Tenant Act in which authority was extended to make these operating 
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joans in justitiable cases to farmers who were farming or operating 
less than a full-time farm setup. 

Now, there is some very technical language in the statute and we 
have attempted under our policies that we have issued since then to 
give full force and effect to what Congress had in mind in making that 
authority available to us. 

Mr. Marsuaui. The point that bothered me was the requirement 
that the man must get 50 percent of his income on the farm to be 
considered for that type of loan. 

Mr. Scorr. Maybe we might have felt that he really wasn’t a 
farmer, rather a merchant or professional man in town. We do try 
to limit our loans to what honestly appear to be farming people. 
If they really are a merchant, banker or professional man that has 
a sideline farming deal we think we have no authority to use our 
funds for such loans. Frankly, I feel that way. 

Mr. MarsHany. The point was that this 50 percent of requirement 
on the basis of income, and the impression I had was the general rule 
and the general policy. Apparently from what you have said to the 
chairman and what you are now saying, is that that is not the general 
policy, that there might be something else that might make a loan 
ineligible, but not on the basis of income alone. 

Mr. Smiru. Well, we will be glad to look into any particular case 
carefully. 

Mr. Wuirren. I think the record should show your recommenda- 
tions to each State setting up any guide as to the income a man has to 
earn to be eligible for operating loans. I think that you ought to show 
what the States have done. For my own area, I want to have it by 
counties. We are giving you folks a large sum of money. But if you 
ure going to set standards so that a man can’t be eligible for it, I am 
hike the banker. We might just as well quit it. 

Mr. Scorr. Mr. Chairman, we will welcome a very careful ques- 
tioning and scrutiny of it. 

Mr. Wurrren. In the last 4 years, if a farmer had been making 30 
bales of cotton and you cut his acreage 35 percent you have cut his cot- 
ton from 30 bales to 20 bales in 4 years. Then last year and this year 
the Secretary has cut him $15 per bale. And you have cut him down to 
where he can’t meet the Government’s demand to qualify for a loan. 
Now if you are going to put the squeeze on him by making him ineli- 
gible for the one program that is supposed to help the down-and- 
outer, where is he going to turn? 

Mr. Scorr. Check my understanding of this, please, but this objec- 
tive that has been referred to is translated into some approximate 
dollars, as I get it, by the county people after consulting with other 
agricultural workers. As I understand it, that is a size of economic 
unit that they are working toward. The applicant doesn’t have to have 
that now. They are going to try to help him with their loan and advice 
and everything to get up to that size unit. 

Mr. Sairu. That is right, sir. 

Mr. Scorr. We might find a good young family with an income of 
a thousand dollars or so, and the local leaders down there may have 
decided that $3,500 or $4,000 is the gross income that a family on this 
ype of land, this type of operation ought to have. So we are taking 
this family and trying to lay some plans -to:get him up to that. 
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Mr. Wurrren. That is right. Let’s don’t lay it on the local peo- 
le, because the local committee is w orking under the orders of the 
State director. 

Mr. Scorr. That is right. 

Mr. Wuirten. He in turn is taking orders from Washington. 

Mr. Scorr. That is right. 

Mr. Wurrren. Whatever that local committee is doing, they be- 
lieve they are doing what you told them to do at the Washington level. 

Mr. Scorr. That is right. 

Mr. Wuirren. I grant you that you just can’t be foolhardy about a 
governmental program. ‘But it has been my understanding that this 
program was for a farmer who couldn’t get money anywhere. Farm- 
ing is what he knew, and even if he was a renter you helped him be- 
cause he was desperate and needed it. By the size of his operations 
you determined how much production and subsistence loans you 
would help him with. But never did I know that you would say 
he couldn’t qualify unless he made so much gross. My friend is a 
fine banker and a fine man, and I am sure he is sincere in his letter. 
But he could be a little mistaken as to the facts. He is speaking of 
what he had heard. But you do tell me, to confirm what he says, 
that the local committee has the right to set up the size unit that he 
should have to get in this loan program, or so I understand it. 

Mr. Scorr. No; that we are working to. He can come in with a 
very small unit, as I tried to illustrate by just a hypothetical case. I 
am sure we can find examples of a fine little family ; ; they would have 
a gross income of maybe only $1,800 or $2,000, and the committee out 
there—and you are just as right as you can be in saying they are fol- 
lowing our suggestions and ‘instructions, if you want to put it on 
that basis—they have gotten together to decide what, as a general 
pattern, is the type of unit that they are working toward. They lay 
out these plans and figure how many milk cows or whatever it happens 
to be, the type of operation they are in, something that they are work- 
ing toward. Mr. Chairman, I don’t know that they are being ex- 
cluded—I think they are not being excluded. 

Mr. Smitnu. That is right. 

Mr. Scorr. Because they can’t get up to this point now. I under- 
stand this is something down the ‘road we are working to. In other 
words, I think we need some kind of broad policy here. They might 
conceivably wind up here with operations that were way bey ond what 
was really necessary. You wouldn’t want that. We wouldn’t either. 

Mr. Wuirren. No. It is all right to have worthy objectives. But 
the fellow under your program is faced with dire necessity. And I 
know that in the last several years all the effort has been toward 
increasing size of farms and getting the little fellow out. We have 
this rural development program. It sounds nice, but every govern- 
mental step has been to squeeze the little fellow out. Yours is the 
one program that I thought he was supposed to turn to. From the 
letter—and again I say the letter is just his understanding—appar- 
ently a farmer is not eligible unless he can show that with the loan 
he can achieve a certain size operation. If you have such a program 
where a farmer has to show that he has to achieve a certain size 
ay he can get a loan you are not carrying out the intent of this 
aw. 
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We will see what your program is when you put these figures in 
the record. 

Mr. Scott. That is right. Mr. Chairman, we in all sincerity wel- 
come the opportunity to explain this. We feel that we are proceeding 
entirely in keeping with the intent of this law and if we are not, we 
are going to straighten around and be in 

Mr. Wuirren. You agree with me that with this law a farmer 
who has been farming who can’t get a loan any place else, is supposed 
to be able to get a loan from this source. The size of the loan would 
be contingent. on the size of his operation. But he couldn’t be small 
enough for you to turn him down. 

Mr. Smirn. Mr. Chairman, we do have the obligation, though, to 
make a finding—in fact, the committee has to make the finding in its 
certification under the statute—that we think there is a reasonable 
chance for the recipient of the loan to repay it. 

Mr. Wuirren. That is right. 

Mr. Smiru. We have that obligation, you understand. 

Mr. Wuirten. Yes. 

Mr. Smirn. Now, what gets involved in many of these cases as you 
well know from your area, the farmer wants to get a loan from this 
agency to make an investment in a tractor or tractor equipment to run 
a farm with, to operate his farm with. 

Now, that involves some determinations of how he can repay the 
loan for the tractor and tractor equipment. Now we are sincerely 
attempting to improve our services to the farmers in your State and 
other States. And that is the purpose of the thinking that has gone 
into this matter locally, because in order to find out whether this 
borrower would be making a sound investment in tractor and tractor 
equipment under today’s circumstances, we have got to forecast what 
income he can get from his farm. So that is the purpose of these 
resource guides we are talking about and the thinking that has gone 
into the matter locally. 

Mr. Wuirtrten. That would enter into the amount of a loan that 
you would be able to make. But if the farmer looks to you, when his 
acreage has been cut from 15 to 10 acres, and he can’t show that 
he is large enough for a loan, you have left him with nowhere to go. 


CASH INCOME OF BORROWERS 


Mr. BarnarbD. I have some actual figures here on the income of 
farmers who have borrowed in the past and who paid off their pro- 
duction and subsistence loans in 1956. I am not aware of any change. 
In Mississipp1 the farmers in this survey had owed an average of 
3.8 years. The average gross cash income, the year before they got 
the loan, which w ould be 3.8 years earlier than 1956, was $2,310. The 
average gross cash income in the last year they were indebted was 
$3,425. Their cash farm income before the loan was $1,798 and the 
cash farm income the last year they were indebted was $2,630. I have 
got several figures of that nature here which certainly prove that 
in the earlier years there was no such requirement as 4,000. 

Mr. Wuirtren. This thing is a complete surprise to me. If a farmer 
has to show that he can make so much before he is eligible for your 
program, he is just gone. 
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Mr. Barnarp. The net worth of the farmers in Mississippi, the 

sar before they got the loan, was $5,510, and the last year indebted, 
$7,948. 

Mr. Wurrren. If you are sending out from Washington anything 
that makes farmers ineligible for your program, we want to know it. 
When it comes to spec ific advances, specific equipment, specific pur- 
chases that have to be carried out over a longer period of time, you 
are getting into something else. But where he has his farm, even if 
he has a mule and plow and does it the old way, to say that he can’t 
get an advance is completely contrary to the spirit of the program. 

Mr. Scorr. Let me ask the men if there are not thousands and 
thousands of these loans just like the chairman says, that have got a 
little operation there that is not going to, as far as we can see, ever 
blossom out into any very satisfactory operation, and they are going 
right along and making those loans every year; isn’t that a fact? — 

Mr. Surru. Yes. 

Mr. Wuirren. That has been my understanding. That is the rea- 
son this is so surprising. 

Mr. Scorr. Mr. Chairman, I think we have not made it clear to 
you what this is. It is an objective to help get these folks on to a 
good operating basis and not let them get clear out into great big units, 
We have lots of requests, as you well know, that folks would ‘like to 
have us finance their operations that are way beyond any res al necessity 
for a family to have a good economic unit, and that is a part of it, 
to keep it within reason. I have felt that it was within keeping of 
the statute to do everything we can within reason to help these folks 
get where they can graduate, so that we will have a revolving use of 
this money. 

Mr. Wurrtren. What we are up against now, and I speak of cotton 
because that is where it is so pitiful, is that his Government has held 
his cotton off world market, his Government has cut his acreage 35 
percent in 3 years, and his Government now says that we will lend 
you money to buy more land to offset this 35 percent cut in acreage, 
Then the Government cut his price of cotton $9 last year and $6 this 
year. Then you say: “If you can’t gross $4, 000, you had better move 
to Central America, or somewhere where you can ‘get in on foreign aid.” 

Mr. Scorr. I am sure there is some misunderstanding on the way 
that is applied because we see many, many examples of where these 
people are—just as Charley has mentioned here—starting out with 
very modest ‘assets and very modest gross income, and with the fine 
help that this agency can give them “they are getting ahead. That 
is all that this is—they are some general guides that we have asked 
them to set up down there as benchmarks to work toward, not an 
immediate requirement as to what they have to have to get a loan, 
but something to work to. 

Mr. Wuirten. I want to see the figures for the counties in my area, 
And I want to see the announcements from Washington going to the 
counties and the action taken by the counties. I would be interested 
also in the actions in other States, not in the same detail, unless other 
members of the committee want them. 

Mr. Scorr. Be glad to furnish them. 

(The information requested will be found at the end of volume 3 of 
these hearings, beginning on p. 1532.) 
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HOME SUPERVISORS 





Mr. Wuitren. Now there is another item here that we have had 
quite a bit of discussion about through the years. That is the economic 
level of the people who are on the production and subsistence loans. 
For 2 str aight years we had an agreement that you would put these 
home supervisors back. What have you got to say about carrying out 
the directives of the committee ? 

Mr. Hansen. I am glad that that came up. Frankly, I am not clear 
in my understanding of it. I have read the records; { know that this 
problem has been diseussed prior to my coming in, and it has been dis- 
cussed somewhat since I have come in. 

I believe Mr. Scott is in a better position, knowing more of the 
things that have transpired relative to this subject ‘than I would 
be. 

Mr. Scorr. Mr. Chairman, I am sure it is the feeling in the Depart- 
ment that the home demonstration work should better be in one 
shop—— 

Mr. Wuirten. Mr. Scott, I don’t mean to cut you off. I am familiar 
with the home demonstration work, and my question wasn’t directed 
to that. 

Mr. Scorr. I am sorry; did I misunderstand you / 

Mr. Wuitren. I had reference to the home supervisors under the 
Farmers’ Home Administration. Home Demonstration is a branch 
of the Extension Service and we are thoroughly familiar with their 
work. 

Mr. Scorr. I misunderstood you, Mr. Chairman. Henry, can you 
answer that ? 

Mr. Sairu. Well, Mr. Chairman, I think we are at this point in 
the matter—the record will show, I believe, that there was quite a 
discussion here last year at the hearing about the matter of this agency 
employing home economists, especially in its county staffs. And 
there was, as you recall, some directive in the committee report last 
year about the matter. 

Now, it has been for several years more or less a Department policy 
that the Farmers’ Home Administration work out arrangements at 
the State and county level whereby the technical assistance in the 
home management field be obtained for its borrowers from the home 
demonstration agents that are employed at the county and State level 
by the Extension Service. We have been striving during the last 
couple of years to make improvements in the coordinating of that 
work at the county and State level, and think we have done some fine 
work in most States. 

Frankly, the objective has been, Mr. Chairman, along this line: 
that the county supervisor of the Farmers’ Home Administration at- 
tempt, wherever possible, to get the wives of borrowers of this agency 
to join and become active in the home demonstration work carried 
on by the home demonstration agents. And, in addition, our local 
county supervisor would furnish the home demonstration agent in 
the county a list of our borrowers, and indicate to them the ones that 
would likely need some individual assistance in home living phases 
of their operation. 

Our look at the matter locally has led us to the conclusion that we 
are getting fine coordination now in the work under the present policy. 
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Now that is what has been done so far by the agency. Mr. Hansen 
came in in July, as his statement indicated, and actually was not aware 
of the committee’s direction here until along in the fall, I believe, 
Mr. Hansen. , 
Mr. Hansen. Right before Christmas. 
Mr. Wuirten. Am I to understand that this agency is going to 
ignore the directives of this committee on this type of thing? 


Mr. Hansen. Certainly not—— 
Mr. Scorr. About putting back on the staff, Mr. Chairman, these 


home demonstration people, farmers home staff; is that the question? 

Mr. Wuirren. That is the question. This committee went into the 
subject thoroughly and tried to point out that, with the type of people 
in a large section of this country, the success of their borrowing is 
largely dependent on how well the wife manages the finances at home. 
That is my view and I have had many things to substantiate it. 

Now, the Department of Agriculture has failed to carry out the 
directive of this committee on the basis that they can’t stand the ex- 
pense of home visitors, which would mean the difference between 
whether or not you could really work out a sound program for many 
of your borrowers. While in the same breath they have raised greatly 
the funds for the home extension agents, setting up assistant agents, 
and things of that nature. So it strikes me that they are giving at- 
tention to those that don’t owe the Government at the expense of those 
who do. 

We have had these matters out. We have had 2 or 3 agreements, 
Usually there are some things we want you to do. There are some 
things you want us to do. But we do need to reach some understand- 
ing as to whether we can deal squarely on the table or whether we 
are going to have to deal at arms-length. It is a real disappointment 
to me, that in 2 successive years the Department has wholly ignored 
the report of this committee on the subject. 

Mr. Scorr. Mr. Chairman, I recognize your position, you are en- 
tirely right in the question you have asked here. I will have to say 
that I did not recognize that as a directive of the committee. I cer- 
tainly recognized it as a strong indication as to how you felt. 

I promise you that we will immediately get into that. I am sure 
it is the present view of the Department that it would be preferable 
to have all of this type of work under the direction of the Extension 
Service, as part of their work. Now, I had understood that some very 
workable arrangement, such as Mr. Hansen has mentioned, were in 
effect, and that the service to the wives of our borrowers, such as you 
have described, was good. 

Mr. Wuirren. Let me point out to you the testimony. Last year, 
on page 1365 of the hearings, I made this statement to Mr. McLeaish, 
who preceded Mr. Hansen: 

If this committee were to tell you to put them back, what would you do? 

Mr. McLeatsH. If you told us to put them back and gave us the money, we 
would put them back. 


We did that. Then in the report on the bill it says: 


The committee approves of the increase in the budget recommendation so that 
the organization can restore the program of home supervisors, in part at least, 
which was discontinued several years ago. 


TE 
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Now what happened to the money? Where did you spend it? 

Mr. Scorr. Well, I am at fault in not recognizing, the action of 
the committee 

Mr. Wurrren. It is both in the report and in the hearings. 

Mr. Scorr. I am certainly charged with finding out about. that 
and getting the proper decision of the Department. I plead guilty 
to not following up on that. We will take that up at once. 

Mr. Wuirren, | want to know what happened to the money last 
year and what you spent it for. Then I want you to take this up with 
the Extension Service and see if your agency can be assured that at 
the county level your borrowers will have priority of attention from 
the home demonstration agent. It is going to take priority of atten- 
tion if this problem is to be met. 

We have to do something, in my judgment, to see that this problem 
is met, because under present conditions it isn’t, and it is not the fault 
of the home demonstration agents. They just have a reasonable 
amount of time and they quite naturally are taken up with their own 
problems and usually there is little time left for these folks who 
owe the Government. 

Mr. Scorr. Mr. Chairman, this has been discussed a number of 
times this last year with the Extension Service. And if there was a 
directive there—and you said there is—I just didn’t recognize it as 
such. I thought it was a real sincere interest on your part, the com- 
mittee’s part, that it felt that the service was not adequate. Our ap- 

roach has been to try to get an arrangement with the Extension 
Rervice to take care of it, so that they would be given the right atten- 
tion. 

Mr. Wurrren. I don’t hold the Extension Service at fault, because 
I know that they are busy and are not in shape to take on this addi- 
tional work, unless they have arrangements to do it. If you will take 
that up and make a detailed report to us—and I would appreciate 
the Extension Service making it to us, too—because we gave you 
money last year for this purpose. 

Mr. Scorr. We certainly don’t intend to ignore the directives we 
yet. 

(The report subsequently submitted will be found at the end of 
volume 3 of these hearings, beginning on p. 1543.) 


REPAYMENT RECORD OF BORROWERS 


Mr. Wuirren. What about your repayment record; how many 
folks are behind in the past year? I want that on an annual payment. 
I don’t want you to say a man is current because he paid in advance 
up to three years ago and hadn’t made a payment in the last 3 years. 
I want to know how many folks are delinquent in the annual payment 
for the last several years. 

Mr. Barnarp. | think we have that in connection with the real- 
estate loans. But our accounts couldn’t produce that on the operating 
loans. We could show how many are delinquent now. 

Mr. Wuirren. I would like for you to send out statements to your 
State directors and give us the information as to how many have 
been delinquent in the payments due, for the last 3 or 4 years. 

Mr. Barnarp. I have the number that are delinquent, but not in 
the payment due for a particular year. 

Mr. Wnirren. That means that if they have prepaid for several 
years and then skipped payments for 3 years, they wouldn’t show on 
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our records as delinquent. I want to know if they are delinquent 
in what they are supposed to pay for the last 3 or 4 years. 
Mr. Barnarp. That we can do. 
Mr. Wuirren. Let’s get it on that basis. 
(The information is as follows:) 


FarRMERS’ HoME ADMINISTRATION 


Number of direct and insured farm ownership loan borrowers (title I of the Bankhead- 
Jones Farm Tenant Act) whose regular payments during the year were less than the 
amount due for the year. 

















Year Year Year Year Year Year 
State ending | ending ending State ending | ending | ending 
Mar. 31, | Mar. 31, | Mar. 31, Mar. 31, | Mar. 31, | Mar. 31, 
1954 1955 1956 1954 1955 1956 

Alabama. _.-..--..- 546 728 417 || New Jersey. ....--- 27 38 36 
BEI. 20:c05i00 der 14 17 31 |} New Mexico-.--__- 76 80 lll 
Arkansas... -_..--.. 627 677 477 || New York_.-..-.-.-- 110 136 170 
California... ...... 50 56 68 || North Carolina _--- 461 549 619 
Colorado........-- 100 137 169 || North Dakota. -_- 213 245 298 
Connecticut... .--. 2 5 2 Micddpacaddan c's 91 100 131 
Delaware. .-.-.-.--.-- 8 13 17 || Oklahoma. .-.---.-- 403 530 483 
Florida. ..........- 90 129 91 || Oregon. ..._.....- 39 45 80 
Georgia... ......5 644 1, 103 887 || Pennsylvania____- 142 192 184 
Rei ie: gn il 165 212 237 || Rhode Island__-_- 2 1 1 
Wines. 26s sks cae 77 164 146 || South Carolina. -- 269 477 393 
5 ctee cae 7 112 126 || South Dakota- -- - 129 151 259 
Bard ci cet h 62 102 186 || Tennessee. - -.---- 320 379 389 
a 259 309 316 OO i pcebsndnont 699 873 849 
Kentucky - -...-.-- 145 137 Lk gi eee 90 103 94 
Louisiana.--_----_- 259 484 ee, es 25 21 28 
DK... ntintextas 44 45 49 || Virginia ...........- 249 224 243 
Maryland -_------- 47 48 76 || Was’ ington _- 4 64 86 138 
Massachusetts- - -.- 14 7 10 || West Virginia... 105 124 | lll 
Michigan--_------- 110 153 172 || Wisconsin. - . -- 187 278 350 
Minnesota. --_-_-..-- 231 353 410 || Wyoming-...-.--- ae 49 79 89 
Mississippi. - - - - .-- 524 753 766 || Alaska...........- 3 4 4 
Missouri.-......---.- 536 622 653 || Hawaii. ........-- 32 36 33 
Montana. -..-....- 116 90 110 || Puerto Rico_--.--- 86 106 124 
Nebraska... -......- 82 114 260 || Virgin Islands. - - - 2 2 ll 
Nevada.......-...- 3 13 13 — — 
New Hampshire. -- 10 6 9 Wes oc¢ese 8, 708 11, 451 11, 488 
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Number of farm housing loan borrowers (title V of the Housing Act of 1949) whose 
regular payments during the year were less than the amount due for the year 





State Year ending | Year ending | Year ending | Year ending 
Dec. 31, 1953 | Dec. 31, 1954 | Dee, 31, 1955 | Dec. 31, 1956 











CD A Oe Sash Listdcccgehdbddseniucss 62 101 82 105 
—_ dutaet quand epiananer nes 9 12 20 14 
PK ccenarectGhananen se ndhaybsabbaaances 78 109 97 84 
Reh Te Le o ca ccna webanhoenedt oe 24 35 40 38 
C Oe Bn deepen cares conenananinn 32 38 57 52 
Pe Jkdendudneckhicesdvcabechestosacson 1 3 1 6 
SE, che cammagvenhese onde dunhonn dphtnecdsl>susgipabestink 2 2 | -ccwesnnessoey 
NTS Ae nd Man dhihandedadhnebateenee sq 19 40 27 29 
MEDS .5) Li cist bok aides i eu-denbed dacs 58 77 140 108 
RS ET RS SES EA SA See 43 64 65 53 
DT +. Gc.dsSel advan Gudeadtheuendecéeamens 15 29 27 27 
ES hos Site. Seinkdde bitbbin dds + ape ttn anes 15 24 31 23 
SG? 7 ata iene l nach huthie hivad oimnaiedeaennnte 13 27 40 29 
BS .. Lvledebeubdaddadditse wadee ba cubase us 40 46 44 58 
Tis eth tnitier ipainals dia cullartenemien Stledled es 37 43 48 41 
PD cahethavcsecsunsecectaiice Chuksensdete 56 80 89 7 
SES Se innaeauts —— 17 13 25 18 
nt ctnc kigddnadwedcesgneenqeabeee 9 17 29 22 
Massachusetts. -........- wees | SUAS EES Zeke 2 5 3 6 
it NE cial a eeeianel 43 65 72 89 
Minnesota. -..-..-- SedadsaedeVecesestcsalactes : 15 33 49 45 
NN , cestin nb Goudess bbhbenerasdsperase 44 100 91 110 
i thins 6 cnet chanetbbpibbunensiehets 91 114 101 RR 
AS -cbbbldd ace basdsscmbackobsncatbanths 33 27 48 47 
iE i Scie a Ee nti ellnn 31 36 64 57 
EE Ss sun eeeendsdthdoces shscccttutuccuvaba 6 3 3 6 
SP OID ORO. Lg cbs kn cdacdns Suteendancsse 1 1 3 5 
New Jersey... .-.---. Sf en a 9 ategatetyent te OD ti, 4 8 9 12 
New Mexico. ....--.- SDs cided ssiedkeadidin> 40 41 52 47 
a a, 16 7 21 25 
DEMMMR Ss vas lel Jctiis. ches ddcbucbpasee- 61 69 90 99 
EL RN oi eswsisi penis Setaxaasind Bods 31 39 53 38 
So. «de cncacs Cet ais iiat alte aneaad ett apd Atamaae 9 12 14 17 
Ri cap dct absbdsnacouagehddea ode 102 138 125 168 
5 Welt wins pase datibipiewaiad Miia ce 23 15 27 22 
EE ood dnt cn bulnwbadde ebahid ole etducia th 29 44 46 49 
a aa ee ee eet eee a 2 Be nad 5 gd cis bere 
ene eke hanuciken es 29 75 53 63 
NN oo ee. a ledakbneskhaan 31 62 66 69 
ain a a i ly 39 52 47 53 
dts douddted lak dedehcbeetnvhetddlue 142 192 223 285 
a Beane | 32 29 26 | 31 
ee i | 3 6 4 4 
TS 0.821 155 55a ed dade o tte cmiers 29 40 48 | 55 
ea cade ae Pag sk venue 7 18 24 | 28 
NL, Sha ds ccnk dovecsubaegeoriwenks L 20 33 36 40 
R544. anki ndd5bbugddasedsieept~ses 15 28 34 43 
a dn a ek a 15 20 31 27 

ME Mbbb cco th de diese bcd d shi cb acaccafedordaddd bau dda ebibeads Maeksodsddds thesia bedaneu 
Pe........ ST Chaknan Tih iat et akioncobewdsa 9 9 8 s 
RN £3705.) 68d, 4 Lew da cutepenkeksie= 13 13 26 | 43 
is De... scanddgaenivonnndn seh hiadehd coseeiesoassadtemeeeead 1 1 

et, deos sboe at sdcaki utd ce | 1, 493 2, 214 2, 365 2, 464 











Mr. Wuirren. This increase you are asking in operating costs for 
next year, do you believe we should tell you to get home supervisors 
and state in the bill that, of this sum, the amount of $2,500,000 should 
be available only for home supervisors? That is one way we can 
see that you either do it or you don’t get the money. 

Mr. Scorr. Mr. Chairman, I would hope you could avoid an action 
of that kind, at least until we have an opportunity to present some 
further facts here on this. 

Mr. Wuirren. Of course, we are not writing the bill today. But I 
am showing that the committee is not helpless. 

Mr. Scorr. I want to assure you that we don’t mean to be disregard- 
ing the directives we get. 

r. Wuirren. I hold you in very high regard, Mr. Scott, and I hold 
this program in high regard. But when you give Extension Service 
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a million dollars the first year to look after these people who owe the 
Government money, and when you adopt a requirement that if a fel- 
low can’t make so much money under present conditions, he is ineli- 
gible—it is time we began to review the operations of the program. 
I will be glad to have your statement as to why you wish this extra 
money. 
INCREASE REQUESTED FOR SALARIES AND EXPENSES 


Mr. Scorr. I have one of the men who is more familiar with those 
details. 

Mr. Barnarp. Mr. Chairman, the increase is wholly related to the 
additional workload created by the farm housing loans. As the com- 
mittee will remember, we had no funds for farm housing loans in the 
fiscal year 1955. We received a supplemental authorization of $5 
million for fiscal 1956 in about May. The Congress last year revised 
the Title V Housing Act of 1949 in this manner : 

Heretofore the statute authorized the borrowing of $100 million 
each year for loans, but to effectuate the statute required annual bor- 
rowing authorizations in appropriation acts. When it was amended 
last year by the legislative committee route, the requirement for an- 
nual appropriaion authorizations was eliminated, so that there is now 
ssuimed ately available $450 million for farm housing loans. It is 
within those funds that we propose to loan $50 million in 19% 58, which 
is about 7,600 loans, and represents a very large increased workload 
over the past. Most of the increase will be in county offices, just to 
handle the physical volume of that many loans. 

Mr. Wuirren. Is any of this for salary increase? 

Mr. Barnarp. No. 


INCREASE IN GRADES FOR COUNTY SUPERVISORS 


Mr. Wurrten. Is any of it for raising the grades and classifica- 
tions? 

Mr. Barnarp. None of the increase is for that, but we have in re- 
cent years added considerably more GS-9 county supervisors as com- 
pared to GS-7. 

Mr. Wuirren. What is your basis for that ? 

Mr. Barnarp. There are three bases; one is to get the best employ- 
ees; two, is to recognize the relative complexities bet ween offices ; and 
three, the necessity to compete with other agencies of the Govern- 
ment and with private enterprises who are using the type of skills that 
we hire, 

RECRUITMENT OF EMPLOYEES 


Mr. Hansen. We are having an experience that many of our most 
capable fellows are being sought by banks and other credit agencies, 
as well as farm management agencies, and even some of the other 
agencies are picking up some of our more capable employees because 
of the 

Mr. Wuirren. You want to hire people? Could this committee 
help you by supplying you names of people who would be pleased to do 
this work and who are eligible and qualified? You indicate that you 

one it hire and keep employees. Could the committee help you with 
that! 
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-Mr. Barnarv. We are always happy where the need exists to get 

good qualified people. 

Mr. Wuirten. Gould you give us « list of the places where the need 
exists by location ? 

Mr. Sairn. We hire from civil service registers; that is, the grade 
5 employees and the grade 7 employees, at the county level. 

Mr. Wuirren. Are you out of applicants? What is the status of 
your register ¢ 

Mr. Smirn. We are very low of applicants in many areas. 

Mr. Wuitten. When was the last examination held by the Civil 
Service Commission ? 

Mr. Smrrn. It is not on an examination basis, sir. They file their 
application with the Civil Service Board. _ 

Mr. Wuirtren. Have you asked the Civil Service to call an examina- 
tion, which they have full authority to do when requested by an 
agency ? 

Mr. Smirn. The real problem here in this agricultural field—and 
that is the field that we are hiring at the county level—is the competi- 
tion between employers. 

Mr. Wuirren. Actually this is your means of increasing the salary 
of your employees by jumping them 2 grades from 7 to 9; isn’t it? 

Mr. Scorr. Mr. Chairman, we are having a problem. I have talked 
to the men a number of times and I will take the blame for urging 
them to do what they can within regulations and within our budget 
funds and the authority we have to keep our good people. I am sure 
you agree that this is a very difficult job and we must have good people, 

Mr. Wuirten. I thought it was a very tough job, until you released 
your home supervisors, even though the committee has given you 
money for them. Then you closed up county offices on the ground 
you didn’t have a great deal to do and 1 man could handle 3 or 4 
counties.: I thought you had a real job. But your record bears out 
that you don’t really think so. 

Mr. Scorr. We are making many loans and it is increasing right 
along. 

Mr. Wuarrren. As you point out in your statement you are lending 
more money to the same number of people or more people, because of 
present farm conditions. Now, if this a raise in the salary of your 
employees, I suggest you say so. If you have trouble getting enough 
people, we want to know it. You can call upon the Civil Service Com- 
mission to open up a register for applications. But every time I have 
communicated with them they have a register and they are sorry, they 
can’t use a new man, he is too far down on the register. 

Mr. Scorr. We are trying to hold good people. 

Mr. Wnuirren. I am sure you have good people. I am not saying 
under present conditions that they are not entitled to a salary raise. 
But if so, let’s call it that. 

Mr. Scorr. We have to keep competitive, of course. These people 
are not going to stay with us as much as they like the work, and I 
think they do like it, when the bids get too far out of line. 

Mr. Wrorren. I would like for the record to show how many men 
you have lost by resignation and when and where during the last 2 
years. 

Mr. Smirn. That includes transfer to other agencies or just out- 
right resignations ? 








1248 


Mr. Waurrren. I think it should cover transfers at a higher salary, 
Mr. Barnarp. Wecan get that. Not ina day or so—it will take—— 
Mr. Wuirren. We want it by States. 

Mr. Barnarp. Yes, sir. 

(The information requested follows :) 


Number of county supervisory employees of the Farmers’ Home Administration 
resigning because of dissatisfaction with pay, during period, Jan. 1, 1955, to Dee, 
31, 1956 


Resigned or trans- 














Number of ferred because of Number of 
separations} dissatisfaction with deaths and 

State and Territory except pay retire. 

death and |___ ments 

retire 
ment Number | Percent 
(1) (2) (3) (4) 
ROPUIOIINNS 0. cutbaes.kt. cited seccdes. 282 181 64.2 74 
PRS ba dasek acy cubs Boece tervessecncensseucnad 14 14 100. 0 1 
PE iié0 chat d eb hh achtide eden cjdéccnectdéacdedeber 4 4 100. 0 0 
ini ll 7 63. 6 2 
California, Nevada, Hawali...............-...--.--.-.- 11 5 45.5 1 
I 8 ae tL aos cated cctob eels kouk nuthin’ ll S 72.7 0 
RE Se one CR he noc ragecwecdasconhesene 7 3 42.9 3 
eh cE dah b abe cichsh ddddhd divin ducnsbsicbbiensduuk 12 Q 75.0 1 
ed ted eh ane henhedd mechan day 9 8 88. 9 0 
DE... brit oadicsaas setacsaocteuy iebeb dds evan 8 6 75.0 1 
NS tle abl dbinccebbghasddsdsdddodssousing 2 0 0 2 
ee le ant cvoshidhasiayseueaddarearunanat 2 2 100. 0 2 
DR di, chccnntighidubssa dnp shdwihtadtacyuvide Jdbsbiscidde: 9 5 55. 6 3 
eae hee aeabennematee rants 1 1 100.0 0 
ENS so oo kdbegece ska ck gesstbuteweteebod le 7 6 85.7 2 
DN 5S Bh bE «5b dhddo aS dip hobbisinendedibssdovees 1 0 0 0 
Maryland, Delaware.............-.-- Pe Lie ts swe 4 1 25.0 0 
PE Bh i hd ca Me badddcddsssvbccitesoomekawse 6 2 33.3 0 
a lap EE Ne A Se 8 x 100.0 5 
I rn So og alsin cienks nabscsdscsberestecs q 0 0 2 
Shh OE es nha biidandlddésicobnchpieie tebe 4 4 100 0 3 
Montana... SeephtteTaausreubslgelcheusinvderirse 9 6 66. 7 5 
STD ASAE isi dat celle ponngdsis eign dh 3 2 66.7 0 
New Hampshire, Connecticut, Massachusetts, Rhode 

i i. dulivwinswedstuvedonsetectbactché 2 2 100.0 0 
I i erin nagee why oclerenes ap epginlonas pee 2 2 100. 0 0 
ee cele ucsukicescensaps 11 10 90.9 0 
RS he ieee ee. Ol aduconedibibb suns’ 6 4 66. 7 2 
tin tes sa cenbebenestiadasns s 4 50.0 ll 
eA hl fe bik ceil ccde. lit b, wt eve 9 4 44.4 2 
eee ans marae dyve + seeruse wien 7 6 85, 7 2 
8 SO ek coche ccems ooh ep oc ddwnaase 13 3 23.1 1 
GOR, Bin hin sia 5 hfe nnd ib 55 5 onto dd gee «8s 2 2 100.0 0 
(Co coins annals 7 5 71.4 3 
GO Sa soe esd ii SAW heel ik. 5 3 60.0 2 
OE lak oh eee dnwesm= vinnbvee-teloaudiieiersitie 5 2 40.0 5 
EE ork ect oes once ch ceons Jesenuve 2 0 0 2 
yee ee ilies binds bron ads ea Rl abtrinteeh 18 14 77.8 3 
EE acar sieis . i io sonia cites : pabendete 3 1 33.3 0 
Wa eS Habu os cdb occ bdbdsee dsb ede gad dodee 9 3 33.3 3 
i caeiae ln mieniievn gine angie 9 6 66, 7 4 
West Virginia_. bss nae edie b ides afudende t 4 2 50.0 0 
Wisconsin.__.--- visbbnunes ee : 3 3 100.0 1 
Wyoming is eceineaaiitelinn sain paetoonnn : 2 2 100. 0 0 
Puerto Rico, Virgin Islands- ----.-.. bitidis dk 3 2 66.7 0 





Nore.—This schedule includes only county supervisor grade GS-9 and GS-7 employees and assistant 
county supervisor grade GS-7 and GS-5 employees. 


CLASSIFICATION STANDARDS FOR COUNTY SUPERVISORS 


Mr. Smirn. With respect to the grade 9 county supervisors, Mr. 
Chairman, the agency has worked out with the Department the stand- 
ards for grade 9 county offices. It is not an automatic matter of 
picking and choosing throughout the agency as to who is entitled to 
a grade 9 county job. 
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Mr. Wurrren. You let the Civil Service Commission do the pick- 


ing, too? 
Mir. Smiru. No, sir; there are certain standards that have been set 
up for grade 9 county offices. 
Mr. Wurrren. Could we have those included in the record at this 
oint ¢ 
: Mr. Smiru. Fine, we will be glad to do that. 
(The information requested follows :) 


Gu1pes EsTABLISHED FOR CLASSIFICATION OF COUNTY SUPERVISORS GS—9 POSITIONS 


County supervisors GS-9 positions are distinguished from those at the GS-7 
level in that they involve planning and administering agency programs in a unit 
county office wherein program responsibilities are more difficult than those 
normally found due to the existence of one or more of the factors listed below: 

1. Agricultural complezities.—In certain agricultural areas, the county super- 
visor is faced with conditions and circumstances that tend to complicate or 
obstruct the achievement of program objectives. Such agricultural complexities 
may be present in the area in various forms. Typical conditions are listed be- 
low and may be present individually or in combination within an area. 

(a) When land in an agricultural area is held in large tracts by rela- 
tively few owners, and landlord-tenant arrangements preclude the mak- 
ing of loans to applicants who are otherwise eligible for assistance, it is 
the responsibility of the county supervisor to resolve this problem. 

(b>) In some agricultural areas, the farmers are predominantly tenant 
farmers. The county supervisor must assist farmers in conversion from 
such operations to ownership of the land they farm in order to improve the 
individual operators economically. 

(c) In some farming areas, as a result of traditional farming practices 
in the areas, production is limited to one particular crop. Such practices 
are not usually conducive to economically sound farming on a long-range 
basis and the county supervisor must help farmers in adopting a more 
diversified and stable system of farming. 

(d@) In agricultural areas where farming is confined primarily to high- 
ly specialized crops or crops readily susceptible to conditions of drought, 
disease, etc., the county supervisor is faced with a continuous problem of 
assisting farm operators in changing their farming practices in order to 
place their operations on a more stable basis. 

(e) In areas which have been opened up for reclamation, the county 
supervisor is faced with the problem of working out and recommending 
systems of farming and practices which will result in the establishment of 
economically sound farm family units where there exist few, if any, ap- 
plicable criteria or guidelines for such recommendations. 

(f) In some farming areas there is a high percentage of part-time farmers 
and off-farm operating conditions where the farm operator spends a large 
part of the time away from the farm. The county supervisor is faced 
with the problem of assisting the operator to convert to farming on a full- 
time basis. 

2. Administrative and program management responsibility.—It is recognized 
that the existence of certain conditions within a unit office increases the admin- 
istrative and program management responsibility of the county supervisor over 
and above that normally required of positions at the GS-7 level. Three condi- 
tions, when present in combination and in the amounts specified below, warrant 
classification of the county supervisor’s position to the GS-9 level: 

(a) Volume of program activity: The active unduplicated caseload in the 
unit county office numbers 200 or more farm ownership, soil and water con- 
servation, and operating loans. 

(0) Overall financial responsibility: Active loans in the unit county office 
total $750,000 or more in all lending areas, excluding active collection-only 
cases. 

(ec) Variety of program activity: Program activity in the unit county 
office regularly involves loans in 4 of the 5 broad lending classifications. 

3. Relationship problems.—Problems of relationships within the farming popu- 
lation in an area and relationships with respect to required high level or other 
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contact work will add materially to the complexity of program administration 
within a unit county office. Examples are cited below: 

(a) In an area having a highly mixed population, the county supervisor 
is faced with social, cultural, housing, health, and similar problems which 
must, be resolved in individual cases if program operations are to be effec 
tively carried out. 

(0b) Group contact work requires exceptional skill. Requirements along 
such lines are particularly exacting in areas involving group loan activities 
such as soil and water conservation association or other type group loans. 
High level promotional demands involving dealings, negotiations, and work- 
ing out of agreements with public officials, educational institutions, profes- 
sional people, attorneys, etc., are other examples under which the require- 
ments of the county supervisor GS-9 transcend those characteristically 
found in positions at the GS-7 level. 

County supervisor positions are classifiable to the GS—9 level if any one or 
more of the above three factors apply. The actual determination is made in the 
national office. 

Mr. Wuttren. What are the salaries of a grade 7 and a grade 9? 

Mr. Barnarp. GS-7 opening salary is $4,525. And the beginning 
salary of a GS-9 is $5,440. 

Mr. Wurrren. And you say that you are having trouble getting 
assistant agents at $4,500? 

Mr. Barnarp. Yes, sir. The entrance salary for the people you 
were talking about that you could find, that is GS-5, is $3,670, 

Mr. Warrren. That is 5? 

Mr. Barnarp. Yes. We bring them in as GS-5 assistants and train 
them until they become capable to take over an office. It is the heads 
of the offices that are 7’s or 9’s.. In some offices where the senior person 
in the office is a 9, the assistant may be a 7. 

Mr. Wurrren. How about all these appraisers and others that you 
used to use? Are you still borrowing a man from one county to pass 
on the work of another county ? 

Mr. Hansen. No, sir; the area supervisors are doing the appraising 
now. 

AREA SUPERVISORS 


Mr. Wurrren. How is this area supervisor working out? I had 
some serious questions on that. It looked to me that somebody be- 
tween the State and county offices is drying up a great many county 
offices. 

Mr. Hansen. I can speak primarily for the State of lowa; and, from 
visiting with State directors pretty much over the Nation, it is my 
observation in Iowa that I actually believe that we are serving better 
and we are being more effective in helping our county supervisors do 
a good job by the area setup than we did by the field-representative 
approach. 

It gives us an opportunity of little closer supervision, which involves 
closer contact with the borrowers themselves. I personally feel that 
it has been more effective. 

Mr. Wurrren. Don’t you feel it would be the tendency of the county 
supervisor to wait until the area representative comes around and 
makes up his mind on the approval ? 

Mr. Hansen. Mr. Chairman, there is always that danger, but I 
don’t believe that it is a reality in this case, since the county supervisor 
himself has loan approval authority greater than he had before. The 
area supervisor himself does not have loan approval authority and 
it enables him to check and supervise and to take a closer view. But 


eR cn 


i251 


actually the question of the supervisor himself becoming a rubber- 
stamp, I don’t think that is at alt in the picture. 

Mr. Wuirten. I am sure it wouldn’t work that way right at first. 
But I do think you have a real danger there, 

Mr. Hansen. I can see the point there, Mr. Chairman. 

Mr. Wuitren. To what degree is the increase in these funds repre- 
sented by increases in grades ? 

Mr. Barnarp. Of course, Mr. Chairman, our budget is built on the 

remise that if there were no increase in the appropriation that the 
merease in the grades would take place within the base, so that we are 
not asking for any money to increase the grades. 

Mr. Wuirten. But you plan to change some offices from 7 to "7 
which increases the salary. Where are you going to get the money? 

Mr. Barnarp. Theoretically, in the budget process we would have 
to reduce the number of positions in order to do that, if we had no ap- 
propriation increase. 

Mr. Wuirren. Have you requested any increase in money for that 
purpose ¢ 

Mr. Barnarp. Not based on that, no, sir. In other words, if there 
were no increase in appropriations we would propose to do that any- 
way. 

Mr. Wuitren. That would mean to the extent you raise the salary 
of the top man in those county offices you would presumably decrease 
the number of assistant agents at some of the other offices. 

Mr. Barnarp. That is ‘right. Actually, in some States we just 
‘an’t hold the people. 


PROPOSED INCREASE IN EMPLOYMENT 


Mr. Wuitren. We have given you a chance to show us what States 
and who. How many new positions are you asking for this? 

Mr. Barnarp. Including the increase from the farm tenant mort- 
gage insurance fund the total increase is $1,190,500. That excludes 
the retirement costs on the base. There are 272 man-years of employ- 
ment involved in that figure; of which 210 are at the county level and 
28 are county committeemen. 


TRANSFER OF EMERGENCY FEED PROGRAM FUNCTIONS 


Mr. Wuirven. I notice Mr. Seott said he is working out something 
in the Department. I am quoting from his prepared. statement : 


We have under way plans which, I believe, at an early date will relieve the 
Farmers’ Home Administration ottices of the work on the,emergency feed pro- 
grams by transferring this job to another agency of the Department. 

Is that something else you are giving to the extension department? 

Mr. Scorr. No, Mr. Chairman. We are trying to get these back 
into the agencies that are most nearly acquainted with the work. For 
example, the soil bank, certain grazing features are in that law. We 
are still going to, in my office, h: indle the designation of areas when 
the facts are all developed. Then on the feed grain program we are 
working out an arrangement where that w-ll be handled through the 
grain section over there, including the actual operation of the pro- 
gram 
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Mr. Wuirren. How many additional people will the ACP want to 
handle that job? Do you know? 

Mr. Scorr. No, sir. 

Mr. Wurrten. In view of this increase in workload don’t you think 
we ought to reduce the grade of your employees rather than increase 
them ? 

Mr. Barnarp. Those are temporary employees. 

Mr. Wuirren. But they are under the supervision of the head of 
the office, and I daresay that when you wrote this job description for 
the Civil Service Commission you included this as a part of the 
justification for the grade 9, didn’t you? 

Mr. Barnarp. Mr. Smith would have to answer that. 

Mr. Smiru. No, sir. The grade 9 job is justified primarily with 
respect to the regular lending activities of the Farmers’ Home. I 
would like to say, also, Mr. Chairman 

Mr. Wuirren. This job that you describe, haven’t you included the 
disaster loan program? 

Mr. Smiru. No, sir. 

Mr. Scorr. Feed programs. 

Mr. Wuirren. You just say emergency programs. Then you go 
ahead and say what you are planning to do about transferring all 
of them. 

Mr. Scorr. That is an error. It is the emergency feed program. 
IT am sorry that it wasn’t made clear in the statement. 

Mr. Wuirren. I believe I read your writing closer than you read 
mine last year, Mr. Scott. 

Mr. Scorr. Well, I plead guilty, I am sorry. 

Mr. Suir. Mr. Chairman, I do think this point ought to be recog- 
nized, that the grade 9 county supervisors in the Farmers’ Home 
Administration is not a new innovation. We have had over the years 
some grade 9 county offices. We have felt in the last couple of years 
the necessity for increasing the number of grade 9 county offices. 





SALARY INCREASES 


Mr. Wurrten. A study a number of years ago showed that we were 
gradually building up to having all chiefs and no Indians. Over a 
short period of time during the last war, the average salary grade 
jumped up 2.5 grades. So in addition to increasing salaries, which 
Congress has been constantly doing in view of the increased cost of 
living and inflation, the agencies in the Government, according to this 
study added almost equally as much by this gradual lifting of the 
grades of all its employees. 

Now, the answer to salary problems is to raise salaries, if they need 
to be raised. But when you receive salary raises and turn around 
and raise grades, you are getting a double shot at the same apple. And 
it isa bad policy. 

Now, we wrote a provision in the law trying to hold the average 
grade and let the Congress handle the salary. And I think it is a 
sound approach. Now, I still recognize that you do need to be fairly 
competitive with other agricultural agencies. I doubt that you have 
to do it to get people, but your folks quite naturally want to make as 
much as John Jones across the hall. I can appreciate that feeling. 

Mr. Barnarp. There is no increase in our average grade, it is 5.9 
now, and it will be 5.9 in 1958. There might be some slight hundredths 
of a percent, but it is not substantial. 
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Mr. Scorr. Mr. Chairman, we are trying to be reasonable about this, 
but we do feel that these officers are busy, and that if we are going to 
ive the quality of service that we feel is intended here that we must 
fave good qualified people, and that is all we are trying to do, get 
them and keep them. 

Mr, Wuirren, I agree with you. But if you are going to change 
the production and subsistence type loans to operating loans, I think 
that you are fixing to make big operators out of them and forget the 
little fellow. The change in description is evident by the presenta- 
tion here as to the standards and yardsticks that you are setting up. 
I don’t know what is going to happen to the little fellow who has been 
just subsisting through your help. 

Now, the letter again—I raise it here for the purpose of getting you 
to clear it up, and I hope you can. The letter made the statement 
“to be eligible you had to show.” Now, if you have anything saying a 
man is not eligible, you are stopping him before he starts. 

I grant you that a man’s income has to be taken into consideration 
in the size of loan that you are making. But if a man had 5 acres 
of cotton on which he couldn’t live decently, since you would have a 
mortgage on his 5 bales of cotton that he would probably make, you 
could at least lend him a few hundred dollars so that the man could 
get by until we get some change in this agricultural picture. And 
yours is the program that is meant to do that very thing. 

Mr. Scotr. We make a great many loans just like that every year. 

Mr. Wuirten. Now, getting back to one other thing, in view of this 
discussion about the home supervisors—I want to be fair with you 
and I hope hereafter you will be fair with me. If we do have an 
understanding in the committee, that you will carry it out, I think it 
would be in your interest to do so. 

Mr. Hansen, I feel so deeply about these matters. May I say that 
it comes from 3 or 4 years of being really disturbed about the opera- 
tions of this agency, and the apparent efforts to turn it over to the 
Extension Service. I have the highest regard for the Extension 
Service, but it is not in shape to run this program. And you are not 
in shape to run a program to meet the needs of these small people 
trying to run it like an extension program. But in trying to be fair 
about it I would be interested in your reporting back to us, Mr. Scott, 
what you can work out to meet this home-visitor problem. It must 
be met. 

I am giving the other members of this committee, anybody else who 
is interested, an opportunity to include other areas. But I do know 
the absolute need in my area. I do understand that perhaps in certain 
other areas it may not be quite so vital. 

Mr. Scort. We would be glad to do that, Mr. Chairman. Let me 
say again that we do not intend to ignore any directive from the com- 
mittee. I am sorry that has happened. 

Mr. Wuirren. We gave you money for this purpose which makes 
it worse. 

Mr. Marsuatt. In light of the statement just made, I would like to 
call attention to the fact that the upper Great Lakes area has a similar 
economic problem as far as low-income families as compared with 
some of the southeastern part of the country. Since that be true, 
I think that that area, too, ought to have the assistance with their 
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farm and home planning as they do in the southeastern part of the 
country. 

It is my understanding that one of the bases for making an operatin 
loan must be based upon the supervision of that loan from a farm- an 
home-management standpoint. Since that loan ‘is a high-risk loan, 
at best, I am sure it was always the intent of the Congress that the 
borrower be given assistance in planning his farm and home opera- 
tions in order that a loan might be paid out, and that the loan might 
be feasible. Is that not right? 

Mr. Smirx. That is very true. 

Mr. Scorr. I understand so; yes, sir. 


LOAN COLLECTIONS 


Mr. Marswatu. I noticed in your statement that you said that out 
of loan operations you collected back $283,128,000. Does that figure 
include interest, or 1s that principal ? 

Mr. Barnarp. It includes interest. 

Mr. Marswatu. Could you break that down between principal and 
interest ¢ 

Mr. Barnarp. Yes, sir. 

(The material referred to is as follows :) 


The following is a breakdown of the collections between principal and interest 
by type of loan: 





| Principal Interest | Total 
pets ob oy 1 | pac ai 
Direct Government loans__- is . $229, 263,233 | $31,194,316 | $260, 457, 549 
Loans held in the name of State rural rehabilitation corpora- 
tions except insured farm ownership loans : = 9, 733, 591 | 1, 168, 838 | 10, 902, 429 
Loans held by private lenders and insured by the Govern- | 
ment including such loans held by State rural rehabilitation | | 
corporations. — _____- ose : odifee 8, 689, 125 | 3, 079, 655 | 11, 768, 780 
Total... ane | 247,685,949 | 35,442,809 | 283, 128, 758 


AVAILABLE LOAN AUTHORIZATION BALANCES 


Mr. Marsnautu. Now, Congress provided for you $180 million for 
operating loans. How much of that money is still available? 

Mr. Barnarp. As of February 8, Mr. Marshall, the total volume of 
loans, including about $19 million that has been set aside for addi- 
tional financing of present borrowers, is $135,400,000, which is about 
75 percent of the $180 million available. 

Mr. Marsnaty. Do you anticipate that that $180 million will take 
care of the needy borrowers for the balance of this fiscal year? 

Mr. Barnarp. Well if it wasn’t for the additional $40 million over 
last year, we would only have $5 million now. 

Mr. Marsuat, It is correct that you are getting right into the 
planting season where you have your seed need that is facing you in 
the Great Plains area. Have you made any estimate as to how much 
your increased demand is going to be where you have had adverse 
crop conditions for the next few months ahead ? 

Mr. Barnarp. From my limited knowledge of it, having reviewed 
some of the reports from the field, and the need for additional allot- 
ments, it would appear to me that these funds would be reasonably 
adequate, certainly more adequate than appropriations in the past. 
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BUDGET BUREAU REVIEW OF ESTIMATES 


Mr. MarsHatu. What did you request of the Bureau of the Budget 
in the line of operating loans? 

Mr. Barnarp. We requested $180 million. 

Mr. MarsHatt. You didn’t request any change? 

Mr. Barnarp. No, sir. 

Mr, Marsnau. In the method of making up the budget this year, 
I have been informed that a different policy was followed in some 
respects, in that some of the departments were told what they could 
ask for in advance of asking for it. Was that true in your case? 

Mr. Barnarp. Well, that isn’t a new development. I know what 
you are referring to, Mr. Marshall. The Budget Bureau for several 
years had ‘that polic of establishing ceilings. 

Mr. MarsuHauy. Was a ceiling established for you this year? 

Mr. Barnarp. No, to my knowledge—Mr. Wheeler can answer 
better—to my knowledge they haven’t established such a ceiling. 

Mr. Wueeter. I think Mr. Barnard answered it correctly. We 
have in the past several years submitted preliminary estimates to the 
Bureau of the Budget for an initial screening, review, and discussion. 
As a result of that effort we received preliminary allowances, some- 
times referred to as a ceiling, of the total amount within which we 
should plan our more detailed budget presentation, which we then 
did and submitted to them néar the end of September. 

Throughout that process the amount discussed for this item from 
the early “stages on was $180 million, the amount that appeared finally 
in'thé budget. 

Mr. Barnarp. It was an increase of $40 million over the previous 
year. 

Mr. Marsuauui. Had you not been allowed that $40 million you 
would have been in distress circumstances, as far as handling operat- 
ing loans this year; is that not true? 

Mr. Barnarp. I happen to know that we recognized the possible 
need for additional funds before the committee put them im, par- 
ticularly in connection with the need to refinance some existing 
indebtedness. 

EMERGENCY LENDING AUTHORITY 


Mr. Smiru. The Department has authority under an emergency 
statute to invoke the special emergency lending authority in any State, 
where the Secretary finds, that farmers cannot be served because of 
lack of funds or for some other reason under the regular lending 
authorities of the agency. 

So far this year we have not actually found a need to invoke that 
special lending authority in but very few instances. But that is avail- 
able to the Department. 


SIZE OF FARM OWNERSHIP LOANS 


Mr. Marsuau. In connection with farm ownership loans I wonder 
if you could place in the record at this point the average size of the 
loan made on farm ownership basis, of the initial loan, and what you 
might call a supplemental loan or enlar gement loan. 

(The information requested follows :) 
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Mr. Marsnatu. There is one other point that is of particular interest 
to me, and that is as far as making a farmownership loan that over 
and above what Farmers’ Home will loan to the borrower in order to 
make that loan, the borrower may put in funds of his own over and 
above the appraised value. 

Mr. Barnarp. Yes, sir. 

Mr. MarsHaA.L. Do you have a record of that ? 

Mr. Barnarp. We don’t get any reports as a general thing that show 
the relative amount of money put into the operation above “the county 
committee’s certified value of the particular farm. We have the rec- 
ords. I assume we could get it from the county offices. 

Mr. Marswatt. Would you put in at this point the best available 
figures that you can furnish for these three items? 

Mr. Barnarp. Just in those instances where the borrower added 
some money. 

Mr. MarsHaty. On the farmownership loans, as to how much funds 
of his own he put in to make up the amount of money above appraised 
value so that the loan could be made. In other words, you appraised it 
at so much, make so much of a loan, and I want to know how much he 
dug into his pocket and put into that loan. 

Mr. Barnarp. Yes. 

(The material referred to is as follows:) 

An analysis of the information available in the national office for fiscal year 
1956 indicates that less than 3 percent of the farmownership loans have been 
to individuals on farms purchased above the appraised value requiring the 
individual to furnish personal funds in order that the loan may be made. It 
appears that the average amount furnished by the individual was about $2,200 
or about 12 percent above the fair and reasonable value of the farm as certified 
by the county committee. 

Mr. Narcuer. Mr. Hansen, we welcome you as the new Adminis- 
trator of the Farmers’ Home Administration. I want to say at this 
time, Mr. Chairman, that I have enjoyed the fine statements of Mr. 
Scott, Mr. Smith, and Mr. Barnard. 

Mr. Scott, I say to you advisedly that if you ask me the name of 
the department or the division in the Department of Agriculture that 
would be the most difficult to administer I would name this particular 
department. 

In my congressional district, 6 of the 15 counties are low-income 
counties. A number of loans have been made to small farmers in my 
congressional district, and especially those six counties that have 
started these people out on the right road, and I say to you that I 
appreciate the fine work that your depar tment has done in my congres- 
sional district, and in the State of Kentucky generally. I think you 
have done fine work, and I know you have a “difficult : assignment. 

Mr. Scorr. Thank you very much, Mr. Natcher. I can say in all 
sincerity that we had many, many discussions in our group of how we 
can further improve the services. We are honestly thinking of that 
little family out there and how many of them we can serve w ell. And 
it is going to be our sincere effort to continue to take care of these 
people to the very best of our ability who can’t get help elsewhere. 

Mr. Marswary. The committee will stand adjourned until 1 o'clock 
tomorrow. We will continue with your organization, Mr. Hansen. 








Turspay, Fesruary 19, 1957. 
Mr, Wuirren. The committee will come to order. 
We will resume with the witnesses for the Farmers’ Home Admin- 
istration. 
Mr. Marshall, do you have any questions at this point? 


LOAN POLICY FOR PART-TIME FARMERS 


Mr. Marswaun. Yes, Mr. Chairman. 

Last autumn, when I was home, some of the Advisory Committee 
higlee talked to me concerning the method of making loans to 

ople who were doing part-time farming. You may recall that yes- 
tere ay I made some mention of some correspondence which I had in 
my office. Since that correspondence is ms pertinent. to our sub- 
ject, I think there might be a few things read into the record from it, 
and then we can have a discussion of it. 

We wrote to Mr. Klenk, the State director in Minnesota, concerning 
one of our counties in our district. This was called to our attention 
by a man by the name of Mr. Van C. Swanson, who was a little dis- 
turbed about his loan at that time. 

However, I do understand that since that time the matter has been 
cleared up. 

Also, at the outset, I want to make it perfectly clear that I am not 
making any statements to be critical of anyone, either the county 
supervisor or the area supervisor, or the State director. 

My purpose in putting this into the record is to try to clear up what 
the loan policy is of the administration. 

In the le tter from the county supervisor, dated October 26, 1956, the 
following statement appears: 

Mr. Van C. Swanson was certified as being eligible by the Sherburne County 
committee on August 3, 1956. At that time we were uncertain about loan poli- 
cies as to the part-time farmers. Also, at that time Mr. Swanson was not work- 
ing as he had been laid off. He wanted the docket to be held up until we found 
out about our part-time loaning program. 

So there may have been some doubt at that time as to just what the 
status of the loan program wa 

On September 26 the ine ‘office wrote to Mr. Swanson, and they 
said: 

After reviewing your loan docket with one of the representatives from the State 
office, we decided that the farm plan does not show enough income to show that 
the loan should proceed, considering the kind and quality of tractor we are 
buying. Your loan therefore is rejected, and if you have any further questions, 
please call on me on my office day. 

I might say that one of the problems in connection with this loan is 
that after he was declared as being eligible by the committee on 
August 3, he did jump the gun and he did purchase some livestock, 
contemplating that his loan would be approved and would go through, 
which later on was rejected. That added a bit to the problem. 

The important thing in reading that particular correspondence is 
to show that there was some uncertainty concerning the policy, and 
that there was a considerable time lapse between August 3 and 
September 26, which did put him in a difficult position in making the 
arrangements to purchase the livestock and chattels needed in farm- 
ing operations. 
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Then there is a report on the same loan, which came fro.n the St. 
Paul office to me, and which was written on October 24 and which 
states : 

This loah obviously could not be approved as an operating loan to a full-time 
family-type farmer since it is based on $1,950 off-farm income. It does not 


meet the policies and authorities granted under loans to part-time farmers 
because Mr. Swanson at present has a full-time job in Twin Cities. 


In looking over the loan, upon the basis of which it was drawn up, 
the $1,950 income was a very important feature of his ability to repay 
his loan. I was somewhat bothered about that being something which 
would make him ineligible to receive a loan. 

That prompted us at the same time to make some inquiry concern- 
ing some of the other borrowers in the county, and Mr. Klenk fur- 
nished us the following: 

A man by the name of Willis Kesty applied for a loan on July 6, 1956, to buy a 
farm to be operated on a part-time basis. He was rejected by the county 


committee and notified on August 6, 1956. The reason for the rejection was that 
we do not make loans to establish part-time farmers. 


And then also: 


Willie Ware applied for a loan on August 3, 1956, to refinance a loan on a 
160-acre farm with 70 acres of cropland, on which he had a contract for deed. 
He was rejected by the county committee and notified on August 6, 1956. He 
is a part-time farmer who works full time off the farm. 


That was the information that we had concerning these loans. If 
you wish to comment on that presently, or prefer to put some remarks 
into the record, you can do whichever you prefer. 

They do.make reference here to some regulations. It is FHA 
Instructions 441.1 and 441.2. If those instructions are not too long, 
perhaps they should be placed into the record at this point. 

Mr. Scorr. Yes. 

Mr. Wuirren. They may be placed in the record at this point. 

(The material referred to follows :) 


OPERATING LOANS TO FuLt-TIMeE FAMILY-TYPE FARMERS—POLICIES AND 
AUTHORITIES 


United States Department of Agriculture, Farmers’ Home Administration— 
FHA Instruction 441.1 


I, GENERAL 


A. This instruction prescribes the policies and authorities for making operat- 
ing loans to full-time operators of family-type farms as authorized under title II 
otf the Bankhead-Jones Farm Tenant Act, as amended. The terms “full-time 
operator” and “family-type farm” as used in this instruction are defined in para- 
graph V. 

B. Preference will be given to eligible veteran applicants in making operating 
loans. However, there is no difference in the eligibility and loan requirements 
for veterans and nonveterans. 


II, OBJECTIVES 


The objectives of operating loans to full-time family-type farmers and stock- 
men are to assist them to become established successfully in a sound, well- 
balanced system of farming or stock raising and to make full and efficient use of 
their land and labor resources. These objectives will be accomplished through 
the extension of credit and supervisory assistance. 
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III, SUPERVISORY ASSISTANCE 


Full-time family-type farmers obtaining operating loans will receive super- 
visory assistance to the extent necessary to assure that the objectives outlined 
in paragraph II are accomplished and that the interests of the Government are 
protected. 

A. Borrowers who receive initial operating loans, except those whose loans are 
scheduled for payment in full from the income received from the first year’s 
operations, will receive assistance in developing long-time and annual farm 
and home plans, keeping records, and analyzing their farm and home business. 
In addition, these borrowers will receive farm and home visits to assist them in 
earrying out their farm and home plans. Such borrowers who receive subse- 
quent loans will receive the same type of plans and other supervisory assistance 
even though the subsequent loan may be scheduled for repayment from the year’s 
operations for which such loan is made. 

B. Borrowers who receive initial operating loans scheduled for payment in 
full from the first year’s operations will receive assistance in developing annual 
farm and home plans for the period for which the loan is made. They will also 
receive such additional supervisory assistance as is necessary to accomplish the 
objectives of the loan, including farm and home visits and assistance in keeping 
farm and home records. Subsequent loans to such borrowers will be based on 
the same type of plan and other supervisory assistance. However, if such a 
borrower receives a subsequent loan which is not scheduled for payment in full 
from income to be received from the crop year’s operations for which the loan 
is made, such borrower will receive assistance in developing long-time and 
annual plans and other supervisory assistance as provided in paragraph III-A. 


IV. RELATIONSHIP WITH OTHER TYPES OF FHA LOANS 


A. Real-estate loans.—Generally real-estate improvements needed on the farm 
of an applicant should be obtained through a real-estate loan. Operating loans 
for the improvement of real estate may be made only for the limited purposes 
and under the conditions prescribed in paragraph VIII. 

B. Production emergency loans.—Initial operating loans will not be made 
to applicants in areas designated for production emergency loans when the 
credit needed is primarily for annual operating expenses and can be scheduled 
for payment in full from the first year’s operations, provided such applicant’s 
credit needs- can be met adequately with such emergency loans. 

C, Special livestock loans.—Initial operating loans will not be made to ap- 
plicants who are also receiving initial special livestock loans. However, when 
a borrower already indebted for a special livestock loan needs additional credit 
for purposes which cannot be met with a subsequent special livestock loan, an 
operating loan may be made provided all of the operating loan requirements 
can be fully met. 


V. ELIGIBILITY 


A. Applicant.—In order to be eligible for a loan, the applicant must: 

1. Be a citizen of the United States. 

2. Possess legal capacity to contract for the loan. State instructions 
will be issued with the advice of the attorney in charge with respect to this 
requirement. 

3. Be unable to obtain sufficient credit to finance his actual needs at rates 
(but not exceeding the rate of 5 percent per annum) and terms prevailing in 
or near his community for loans of similar size and character. Real-estate 
equity should be considered along with the other resources of an applicant 
in determining the availability of credit from private and cooperative sources. 

4. Be able to meet his major needs for operating credit within the in- 
debtedness limitation prescribed in paragraph XII, except for the financing 
of special enterprises such as some livestock feeding operations, and sugar 
beets where financing on a contractual or equally definite basis is available. 

5. Be an individual who possesses the character, ability, and industry 
necessary to carry out successfully the proposed farming operations and 
who will endeavor honestly to carry out the undertakings and obligations 
required of him in connection with the loan. 

6. Have had farm experience or training sufficient to indicate reasonable 
prospects of conducting successful family-type farming operations. He 
may be an individual who has recently been engaged in farming, and whose 
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background and normal means of livelihood in the past have been farming, 
but who may not have farmed during the past few years. 

7. After the loan is made, be the operator of a family-type farm as an 
owner or tenant. 

8. Derive, after the loan is made, the major portion of his income from 
farming or stock raising and spend the major portion of his time in carry- 
ing on his farming or stock raising operations. Under this policy, an 
applicant who will be seasonably employed off the farm during the early 
years of his loans may qualify for assistance. However, a loan will not 
be made to an applicant who will carry on a type of farming which will 
require substantial income from other employment during the term of the 
loan or to an applicant who will be regularly employed off the farm. Pay- 
ments to a veteran for pensionable disabilities and other veterans’ benefits 
will not be considered in determining whether an applicant will derive the 
major portion of his income from farming operations. 

B. Farm.—Operating loans to full-time family-type farmers are limited to 
individuals who, after the loan is made, will own or have available under satis- 
factory tenure arrangements a family-type farm suitable for carrying on a suc- 
cessful full-time farming operation. A family-type farm is defined as a farm 
(1) that is of sufficient size and productivity to furnish income that will enable 
a farm family to have a reasonable standard of living, pay operating expenses 
including maintenance of necessary livestock, farm and home equipment, and 
land and buildings, pay their debts, and have a reasonable reserve to meet un- 
foreseen emergencies; (2) for which the management is furnished by the 
operator and his immediate family; and (3) for which the labor is furnished 
primarily by such operator and family except during seasonal peak load periods. 
It is not intended to include in this definition farms which require large amounts 
of seasonal hired labor. 


VI. CERTIFICATION BY APPLICANT 


Before an application for an operating loan is considered, the applicant must 
certify in writing on Form FHA—49: Certifications—Operating Loan, that he is 
a citizen of the United States and that sufficient credit to meet his actual needs 
for the designated crop year is not available to him at rates (but not exceeding 
the rate of 5-percent per annum) and terms for loans of similar size and char- 
acter prevailing in or near the community where he resides. The applicant also 
must agree to abide by the other provisions set forth in part I of form FHA—-49. 


VII. CERTIFICATION BY COUNTY COMMITTEE 


Before an operating loan is approved, the county committee must certify in 
writing on form FHA-—-49 at a committee meeting that (a) the applicant is 
eligible to receive a loan under the provisions of title II of the Bankhead-Jones 
Farm Tenant Act, as amended: (0) credit sufficient in amount to finance the 
actual needs of the applicant is not available to him at the rates (but not exceed- 
ing the rate of 5 percent per annum) and terms prevailing in or near the com- 
munity in which the applicant resides for loans of similar size and character 
from commercial banks, cooperative lending agencies, or from any other respon- 
sible source; and (c) in the opinion of the committee, the applicant will honestly 
endeavor to carry out the undertakings and obligations required of him. In 
addition, the county committee will establish the maximum amount of credit 
which may be extended, under the certification, to meet the actual needs of the 
applicant during the crop year indicated. The county committee will observe 
the eligibility requirements in determining each applicant’s eligibility. This 
consideration will be based on information furnished and documented by the 
county supervisor as provided in paragraph III-A of FHA Instruction 410.1, 
the personal knowledge of the committeemen, and, if necessary, on information 
gathered in an investigation by the committee, including an interview with the 
applicant family or a visit to the farm. 

A. It is the responsibility of the county supervisor to see that the county 
committee has sufficient information concerning an applicant to determine 
whether he is eligible for an operating loan. The information which the county 
supervisor will furnish to the county committee before the application is certified 
as eligible for an operating loan will cover the following: 

1. The applicant’s reputation for honesty and meeting his obligations. 
This will include specific information as to the experiences and opinions of 
others concerning the applicant and the sources of the information. 
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2. The applicant's financial condition in relation to the requirements of 
local creditors. If the applicant has obtained financing from local ereditors 
in substantial amounts, careful consideration will be given to the possibility 
of his continuing to obtain credit from such sources. 

3. Specific information concerning the applicant’s farm experience and 
training. This will include a brief descriptive history of the applicant’s 
farm background, such as (@) whether he was reared on a farm; (b) the 
number of years of farm experience as a laborer, sharecropper, tenant, or 
owner; (c) the types of enterprises he has conducted and his success with 
each; and (d) the diligence with which he has conducted his farming 
operations in the past. 

4. The size and quality of the particular farm which the applicant will 
operate, the approximate acreages of crop and pasture lands, the types. and 
eonditions of buildings, and the suitability of the farm for the propeaed 
type of farming operations. 

5, The chattel resources available to the applicant, and the approximate 
amount of credit which will be required for the crop year. 

B. The maximum amount of credit established by the county committee will 
represent the ceiling for the total of all operating loans which may be made 
to the applicant during the designated crop year under the county committee 
certification. It will not necessarily represent the amount which actually will be 
loaned. For this reason, and to avoid possible misunderstandings, the applicant 
will not be notified of the maximum credit as established by the county com- 
mittee. 

u. at is intended that county committees will have some latitude in determining 
for which crop year(s) credit may be extended. In some cases where an initial 
operating loan is being made, the county committee may indicate that the crop 
year for which credit may be extended coincides with that for which an interim 
plan is developed. Such action may be taken because the committee wishes to 
review the circumstances of the applicant again at the end of the interim crop 
year before committing themselves for the succeeding crop year. In other cases 
the county. committee may, when. an application is being acted upon during the 
latter part of a crop year, establish the maximum amount of credit for both the 
interim crop year and the next crop year, provided the operations for the current 
year have advanced to the point that the county committee will be able to 
determine with reasonable certainty the maximum amount of credit which the 
applicant would need for the next crop year under normal conditions. The same 
principles with respect to county committee certification for an initial loan may 
be followed in connection with subsequent loans. 

D. If it is found, after an applicant has been certified as eligible, that a different 
farm will be operated or that an amount of credit in excess of the maximum 
previously established by the county committee will be required for the desig- 
nated crop year, it will be necessary for the county committee again to certify 


the applicant as eligible on the basis of the changed circumstances if a loan is. 


to be made. 
VIII. LOAN PURPOSES 


A. Operating loans may be made for: 

1. The purchase of necessary livestock, farm equipment, and other farm 
needs. This includes the purchase of bulk milk tanks and pipeline milkers, 
provided (@) the applicant is obtaining an operating loan for other purposes. 
and (6b) such equipment can be made subject to a chattel lien under the 
State law. These purposes do not include the purchase of passenger 
automobiles. 

2. The purchase of feed, seed, fertilizer, insecticides, farm supplies, and 
equipment repairs, and to meet other essential farm operating expenses, 
including the payment of social-security taxes in connection with hired labor. 

3. The payment of customary and equitable charges for the use of farm 


buildings, pastureland, grazing permits, and cash rent for crop and hay Jand' 


for not more than 1 year in advance, provided : 
(a) The applicant is obligated under a written lease to pay in advance 

the amount to be loaned for such purpose. 
(b) The terms of the lease provide the applicant with reasonably 

secure and satisfactory tenure. 

4. The payment of bills that were incurred for annual recurring operating 
expenses in connection with the production of livestock, livestock products, 
and crops that are to be harvested or marketed during the crop year for 


which the loan is being made. This does not authorize the payment of bills. 


incurred in connection with crops, livestock, or livestock products that have 
been Inst, destroyed, or disposed of prior to loan approval. 

5. The payment of (a) taxes due or about to become due on real and 
personal property, (6) water or drainage charges or assessments, (c) pre- 
mitms for insurance on real and personal property, and (#) not more than 
a year’s interest, calculated at a rate not to exeeed that which is reasonable 
ind customary for the area, that is due or about to become due on debts 
secured by liens on livestock, farm equipment, and farm real estate owed to 
other creditors. Loans will be made for these purposes only if arrangements 
cannot be made to pay such expenses as future income becomes available. 
However, loan funds will not be used to pay taxes or insurance premiums in 
connection with real estate securing Farmers’ Home Administration (FHA) 
loans other than operating loans. 

6. Meeting family subsistence needs, including premiums on reasonable 
amounts of health and life insurance and expenses for medical care. Ap- 
plicants must understand, however, that within the limits of their resources 
they must plan and carry on adequate food production and conservation pro- 
grams. Normally, family subsistence needs should be met from income. 
However, in justifiable cases, such as those in which the income will not be 
received by the time that family subsistence needs must be met, loan funds 
may be used for these purposes if no other satisfactory arrangements can 
be made. 

7. The purchase of essential home equipment and furnishings, and the 
payment for home equipment repairs required by the applicant family to 
sustain itself on the farm in a reasonably satisfactory manner; provided, 
such expenses cannot be met from cash on hand or on terms which the family 
could reasonably be expected to meet as income becomes available. 

8. Acquiring memberships in farm purchasing and marketing and farm- 
service-type cooperative associations. However, loan funds will not be used 
to (a) purchase memberships in production cooperatives, (b) participate in 
any land purchasing or land leasing program, (c) purchase memberships for 
the purpose of establishing control by the FHA in any type of cooperative, or 
(d) furnish a majority of the associations’ capital requirements. 

9. 'The payment of debts secured by liens on livestock, farm equipment, and 
harvested feed and the payment of unsecured debts incurred for the acquisi- 
tion of livestock and farm equipment when such action is necessary to enable 
the applicant to continue his farming operations on a sound basis, or prevent 
a split line of credit between the FHA and another creditor(s) in connection 
with a basic livestock herd or flock, provided: (a@) The property involved is 
essential to the applicant’s farming operations and is of the type and quality 
needed :and (b) the amount refinanced does not exceed the fair market 
value of the property on which the indebtedness is owed as shown by an 
appraisal report on such property made by the county supervisory personnel 
and included in the docket. When unsecured debts are to be refinanced, as 
provided in this subparagraph, the applicant will be required to sign a state- 
ment to be inserted on, or attached to, the appraisal report referred to above 
showing that the debt for which refinancing is requested was incurred to 
acquire the livestock or farm equipment described therein. When the pay- 
ment of debts under this subparagraph is involved, the creditor will be con- 
tacted, in person when practicable, to discuss the applicant’s credit needs in 
order to ascertain if the refinancing is necessary and in line with FHA 
policies. The county supervisor will document in the running record the 
pertinent points of such discussion and the justification for refinancing the 
debts. 

(a) Since the primary objective of loans made under this instruction 
is the making of adjustments and improvements in applicant’s farming 
operations, it is expected that the major portion of the funds available 
for loans will be used for such purposes. It is recognized, however, that 
some farmers because of conditions such as drought and price-cost read- 
justments are unable to make the required payments on their debts from 
income, are being required to dispose of chattels which are necessary to 
continue successfully their farming operations, or are otherwise so hard 
pressed by their creditors that their farming operations will be seriously 
affected. Therefore, loans may be made in cases in which the primary 
purpose of the loan is the refinancing of the debts referred to in para- 
graph VIII A 9 above, provided the requirements of (a) and (b) thereof 
are met and the loan can be made on a sound basis. It is not intended, 
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however, that the FHA will refinance the bad loans of other lenders or 
supplant other sources of credit. 

10. The construction of necessary farm buildings, making essential repairs 
and improvements to existing farm buildings, and purchasing equipment 
and paying other costs incident to establishing or improving a farmstead 
water supply, provided not more than $1,000 may be advanced to a borrower 
for any or all such purposes during any fiscal year. (See limitation par. 
VIII B.) 

11. The purchase of fencing material, provided not more than $500 may be 
advanced to a borrower for such purpose during any fiscal year. (See 
limitation par. VIII B.) 

12. The establishment and improvement of pastures and hay crops, the 
construction of terraces, waterways, and farm ponds, the clearing, leveling, 
and drainage of land, and the payment for other approved soil and water 
conservation and improvement measures, provided not more than $1,000 
may be advanced to a borrower for any or all such purposes during any 
fiscal year. (See limitation par. VIII B.) 

B. The use of operating loan funds for real estate improvements authorized 
in paragraphs VIII A 10, 11, and 12 is subject to the following limitations: 

1. It is not intended that these authorities will be used to make substan- 
tial real estate improvements by advancing funds year after year. 

2. Before an operating loan is made for such real estate improvements, 
a careful analysis must be made of the applicant’s resources and proposed 
operations and a determination made (a) that such real estate improve- 
ments cannot be provided practicably through farm ownership (FO) or 
farm housing (FH) loans, (0) that the land improvements and water 
development credit needs are not of such substantial amounts that a soil 
and water conservation (SW) loan should be made, (c) that the farm can 
be developed to the extent that a sound farm and home program can be 
established on the farm within the prescribed operating loan limitations, 
taking into consideration the applicant’s need for additional operating 
credit during the period of development, and (d@) that the applicant will be 
able to pay his operating loans within the prescribed payment period. 

3. Generally, additional real estate improvements needed on the farm 
of an FHA real estate loan borrower should be obtained through a real 
estate loan. However, when the development costs are small in relation 
to the real estate investment and can be provided under the policies set 
forth above, operating loan funds may be used for this purpose provided 
the loan approval official determines that: 

(a) In the case of an FO borrower, the sum of the unpaid balance 
on the FO loan, any other indebtedness secured by liens on the real 
estate, plus the amount of the operating loan being used for real estate 
improvements will not exceed the FO loan limitations with respect to 
the value of the farm as certified by the county committee. 

(b) In the case of an FH or SW borrower whose loan is secured by 
real estate, the unpaid balance on the FH or SW loan, any other indebt- 
edness secured by liens on the real estate, plus the amount of the oper- 
ating loan funds being used for real estate purposes do not exceed the 
normal market value of the farm as determined by the county committee. 

4. Operating loan funds may not be used to finance real estate improve- 
ments which are included in the original farm development plan. 

5. Operating loans may not be made to a tenant to finance real estate 
improvements unless he has a written lease for a sufficient period of time 
and under terms that will enable him to obtain reasonable returns on his 
investment. In addition, the lease in such case must provide for compen- 
sating the tenant for any unexhausted value of the improvement upon 
termination of the lease. In cases involving tenant applications, the loan 
docket must contain positive evidence that the landlord, applicant, and 
county supervisor have thoroughly discussed and agreed to the proposed 
improvements. In the case of an owner-operator it must be determined 
before funds are advanced for real estate improvements that he will likely 
continue to operate the farm for a sufficient period of time and under such 
terms that will enable him to obtain reasonable returns on his investment. 


IX. RATES AND TERMS 


Interest will be charged at the rate of 5 percent per annum on all operating 
loans. Interest will accrue from the date of the loan check on outstanding 
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principal only and will not be compounded. Loans will be scheduled for payment 
as follows: 

A. Payments of principal on operating loans will be scheduled in accordance 
with the borrower’s reasonable ability to pay, determined by an analysis of his 
farm and home operations as reflected in his farm and home plans except that 
payments must be in more than token amounts. Except as provided in para- 
graph IX B, principal payments on such loans will be scheduled at least annually, 
unless it is determined that income sufficient to meet the initial payment will 
not be received within 12 months from the date of the loan check, in which case 
the initial payment may be scheduled on a date coinciding with the date the 
income is to be received, but not beyond 18 months from the date of the loan 
check, and at least one payment will be scheduled during each 12-month period 
thereafter. In no event will any payment be scheduled later tham 7 years from 
the date of the loan check. 

1. Advances for annual recurring operating expenses will be scheduled for 
payment when the principal income from the year’s operations normally 
would be received. 

2. Advances for such purposes as seeding permanent-type legumes and 
grasses and for basic soil treatment may be scheduled for payment over a 
period consistent with the applicant’s payment ability, but in no event 
longer than the expected life of the seeding or treatment. 

3. Advances to purchase or produce feed for productive livestock, or live- 
stock to be fed for the market, will be scheduled for payment when the prin- 
cipal income from the sale of such livestock or livestock products can be 
expected. 

4. Advances for purposes other than those enumerated in paragraphs 
IX A 1, 2, and 3 will be scheduled for payment over the minimum period 
consistent with the applicant’s ability to pay, as determined from an analysis 
of the farm and home operations. In no instance may the payment schedule 
extend beyond the useful life of the security offered for the advance. Where 
the conditions warrant such action, principal payments may be varied in 
amount from year to year. For example, when a livestock enterprise is being 
expanded as the feed and pasture program is developed, a graduated payment 
schedule could be used if necessary. In connection with subsequent loans 
for such purposes, it is necessary to consider payment schedules established 
previously for outstanding loans in order to assure a realistic overall pay- 
ment schedule within the limits prescribed above. In no case, however, 
should the late installments on a loan be scheduled in larger amounts than 
can be met from anticipated income. 

B. When it is anticipated that income will not be received early enough to 
pay the minimum initial principal payment required in accordance with the 
provisions of paragraph IX A, plus interest, part or all of such payment, including 
advances for operating expenses, may be deferred in the situations indicated 
below but not beyond the end of the second full crop year following the date of the 
loan. If a loan is made during a crop year and sufficient time remains in that 
year for the applicant to realize substantial benefits from the year’s operations, 
the crop year during which the loan was made will be considered as the first 
full crop year. The amount of the initial principal installment scheduled for 
payment will be based upon the applicant’s anticipated ability to pay, taking into 
consideration the fact that the interest which has accrued will fall due con- 
currently with each principal installment. Deferments may be approved only in 
the following situations: 

1. A major farm reorganization is planned and a relatively large amount 
of credit is being advanced to provide operating capital, or 

2. Substantial amounts of credit are being advanced for pasture develop- 

ment, fencing, and other land improvements, and a longer repayment period 
is needed for paying advances for these purposes, along with advances for 
capital purchases. 

X. SECURITY POLICIES 


A. The full amount of each loan will be secured as follows: 

1. Crops: By a first lien on the applicant’s crops, or his share of the crops 
if he is a share tenant, which are growing or to be grown by him, subject 
only to: 

(a) The landlord’s lien on the crops for reasonable cash or privilege 
rent for the current year. 

(b) The real-estate mortgagee’s lien or real-estate purchase contract 
holder’s lien on the crops for the current year’s installment on the real- 





estate debt, provided such installment is reasonable when related to 
the normal rental charges for similar farms in the area. 

(c) The lien of another creditor on a particular crop(s) for advances 
mude or to be made by him to produce such crop(s) provided no advance 
will be made by the FHA in connection with such crop(s). 

If a landlord, real-estate mortgagee, or real-estate purchase contract holder 
has a lien on the applicant’s crops for (1) advances made or to be made, 
(2) supplies furnished or to be furnished, (3) past-due rent, or (4) amounts 
owing in connection with the purchase of the real estate other than for the 
current year’s reasonable installment as provided in paragraph X A 1, he 
will be required to subordinate such lien whether it exists by statute, lease, 
chattel mortgage, conditional sales contract, vendor’s lien, land-purchase con- 
tract, or other contract. Any other creditor will also be required to subordi- 
nate such lien he has on such crop(s) except as provided in paragraph 
XAle. 

2. Livestock and farm equipment purchased or refinanced: By a first lien 
on all livestock and afrm equipment purchased or refinanced with the pro- 
ceeds of the loan (except that liens will not be taken on poultry kept pri- 
marily for family-living purposes, on small equipment and tools, or on 
household goods and equipment). 

3. Other livestock and farm equipment of security value: By a lien on 
the other livestock and farm equipment of security value owned by the appli- 
cant at the time the loan is approved (except that liens will not be taken on 
poultry kept primarily for family-living purposes, on small equipment and 
tools, on household goods and equipment, or on passenger automobiles), sub- 
ject to: 

(a) The existing liens of the landlord, real-estate mortgagee, or pur- 
chase contract holder on such property for amounts owed at the time 
the loan is approved, and for rent or installments on real estate which 
may become due in the future. Therefore, if such existing liens secure 
advances to be made or supplies to be furnished, the lienholder will be 
required to subordinate his lien for these purposes, whether it exists by 
statute, lease, chattel mortgage, conditional sales contract, vendor’s lien, 
land purchase contract, or other contract. 

(b) The existing liens of creditors other than those specified in para- 
graph X A3a. 

4. Liens and assignments to protect the Government’s interests in feed 
purchased or produced with loan funds: Loans made to purchase or produce 
feed for livestock being fed for market or to be fed to productive livestock 
will ordinarily be secured by first liens on such livestock. However, when 
a first lien cannot be obtained, the loan will be secured by liens or assign- 
ments as provided below : . 

(a) When the livestock will be owned by the applicant and a first 
lien cannot be obtained, a junior lien will be taken, provided: (1) It is 
determined that. the applicant has, or will acquire during the feeding 
period, an equity in the livestock being fed or will receive income from 
livestock or livestock products, either of which must be commensurate 
with the investment made for this purpose; and (2) prior lien holders 
sign form FHA-916 (Agreement—Special livestock loan), or similar 
form approved by the attorney in charge, agreeing to a suitable non- 
disturbance period and to a division of the income to be received from 
the livestock and livestock products, which will permit the applicant 
to pay his loan in accordance with the policies expressed herein. How- 
ever, when no payment is expected to be made on the loan from the live- 
stock or livestock products, form FHA-—916 will not be required. 

(b) When the livestock enterprise is to be managed by the applicant 
under a livestock share lease, share agreement, or contract, and the in- 
come to be received therefrom will be from the livestock fed, or from 
livestock products, an assignment of such income will be taken provided 
the owner or purchaser of the livestock or livestock products accepts in 
writing the assignment. The form for use in obtaining such assign- 
ments will be approved by the attorney in charge. When the borrower’s 
compensation under the livestock share lease, share agreement, or con- 
tract is livestock increase, the applicant will be required to agree in 
writing at the time the loan is made to give a first lien on such increase 
as soon as an effective lien can be taken, unless an after-acquired 
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property clause in an existing lien instrument will provide such a first 
lien. 

5. Assignments of crop insurance: Borrowers having insurance on cash 
crops from which payments may be received will be required to give written 
assignments to the FHA of the proceeds of such insurance. If such insur- 
ance is to be obtained at a later date, an agreement will be reached with the 
borrower to give an assignment when the insurance is obtained.. However, 
an assignment is not required in cases where a crop insurance policy con- 
tains a standard mortgage clause naming the FHA as mortgagee. 

6. Assignments of proceeds from sale of agricultural products: When 
loans are made to finance dairy or commercial egg enterprises from which 
payments are expected, assignments will be taken on the milk or egg income 
to assist in obtaining regular payments as income is received whenever it is 
possible to obtain an agreement from the purchaser to honor the assign+ 
ments. Assignments of proceeds from the sale of other agricultural prod- 
ucts or agricultural income, including wool-incentive payments, will be taken 
when necessary to protect the interest of the Government and can be 
obtained. 

B. Property insurance: 

1. Applicants obtaining operating loans should be encouraged to carry 
insurance on their livestock, equipment, feed, seed, and other property neces- 
sary to afford them adequate protection against substantial losses from the 
common hazards existing in an area such as fire, lightning, and wind. It 
is especially desirable that insurance be obtained by applicants who obtain 
large loans and have considerable livestock, equipment, feed, and seed which 
are housed over an extended period. Such insurance may be obtained from 
any insurance company properly authorized to do business in the area. 

2. The hazards and risks to which security for operating loans is subject 
vary substantially within and between States. Insurance coverage for se- 
curity property, therefore, will not be made a general requirement in con- 
nection with the making of.all operating loans. However, loan approval 
officials may require individual borrowers to obtain suitable insurance as 
provided in form FHA-30—, “Crop and chattel mortgage,” as a prerequisite 
to loan approval when such action is deemed necessary. 

38. When insurance is required as a loan-approval condition or otherwise 
is carried by the borrower on property serving as security for an operating 
loan, a mortgage clause will be attached to or printed in the policy in accord- 
ance with the principles outlined in paragraph III-G of FHA instruction 
426.1. 

C. State directors, with the advice of the attorney in charge, will inform county 
supervisors on a State basis if it is necessary, because of State statutes or types 
of leases, land-purchase contracts, and real-estate mortgages commonly in use, 
to obtain subordination agreements, and will otherwise supplement this para- 
graph as necessary. 

D. Lien searches will be obtained in accordance with the provisions of FHA 
instruction 441.3 to determine that the Government will have the required 
security. 

XI. LAND TENURE 


Good land tenure is essential in building a sound and successful farming busi- 
ness. Applicants will, therefore, be required to make satisfactory arrangements 
for the use of sufficient land of the quality necessary for carrying on an approved 
system of farming on a sound and practical basis. The tenure policies set forth 
below will be followed by FHA officials in the making and approving of loans. 

A. Tenant operators: 

1. Before a loan is made the tenant, the landlord, and the county super- 
visor must understand the terms and conditions of the tenure arrangements. 
These understandings can best be reached through discussions, preferably on 
the farm, and such discussions will be held whenever possible except when no 
significant adjustments and improvements are to be made in the farming 
operations. In any event the understanding will include: (@) How the farm 
will be operated; (b) the manner in which the planned adjustments and im- 
provements will be financed; (c) the distribution of income and expenses 
and other contributions by the tenant or the landlord; (@) agreement on any 
pertinent longtime aspects of the case, if applicable, as outlined in paragraph 
IV-B of FHA instruction 431.1; and (e) any other factors affecting the 
tenure relationship. 
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2. Ordinarily, loans will not be made unless the applicant obtains a satis- 
factory written lease. However, when for good reason an applicant cannot 
obtain a written lease on part or all of the land he expects to operate, the 
loan may be approved, provided: (a) the county supervisor determines that 
the understanding existing between the tenant and landlord are definite 
and the rental terms are satisfactory; (b) the lack of a written lease will 
not likely jeopardize the applicant’s farming operations; and (c) the loan 
docket clearly reflects the rental arrangements made with respect to each 
tract of land. 

3. Pertinent information concerning the tenure arrangements will be re- 
corded as set forth in FHA instruction 441.3. 

B. Owner-operators: Before loans are made to owner-operators, the terms 
existing with respect to any real-estate indebtedness owing will be ascertained 
and a determination will be made as to whether (1) the applicant’s proposed 
farming operations will enable him to meet the required payments on the real- 
estate indebtedness as well as being sound in other respects, and (2) the appli- 
cant will have reasonably secure tenure on the farm under the terms of the 
real-estate mortgage or purchase contract. 


XII, LOAN LIMITATIONS AND REQUIREMENTS 


The following loan requirements and limitations will be observed in making 
operating loans: 

A. The amount of each loan will be limited to the needs of the applicant and his 
ability to pay. Normally, these needs can be met within a total outstanding 
principal indebtedness of $10,000. However, when the credit needs of an individ- 
ual applicant exceeds this amount, because of the type of farming operation which 
he proposes to carry out or unusual operating needs, loans may be made which 
would result in an indebtedness in excess of $10,000, but in no case may a loan 
be made which would cause the total principal balance outstanding to exceed 
$20,000 for loans made under title II of the Bankhead-Jones Farm Tenant Act, as 
amended, including loans made from State Rural Rehabilitation Corporation 
trust funds since November 1, 1946. In addition, the aggregate of the portion 
of the loans made in any fiscal year which increases the borrower’s indebtedness 
above $10,000 may not exceed 10 percent of the appropriation for such loans for 
that year. The Director of the Finance Office will be responsible for maintain- 
ing the necessary controls with respect to this latter limitation. (Revised Sep- 
tember 10, 1956, PN 495.) 

B. No loan may be made to an applicant who has been indebted for loans made 
under title II of the Bankhead-Jones Farm Tenant Act, as amended, for 7 consec- 
utive years until all of his indebtedness under such loans has been liquidated 
by payment in full or debt settlement except as provided in paragraph XII C. 
Normally, it is expected that a borrower will not need further FHA operating 
loans after the 7-year period of continuous indebtedness. The period of con- 
tinuous indebtedness is not terminated unless at least 1 day has elapsed between 
the date an applicant pays his operating loan indebtedness (including any pro- 
duction and subsistence loan indebtedness) and the date of any further operating 
loan check. (Revised November 7, 1956, PN 501.) 

C. In individual cases in which the borrower has reached the 7-year con- 
tinuous indebtedness limitation, and applies for additional credit, the county 
committee will review thoroughly the borrower’s past operations, present and 
future credit needs, and repayment ability. If it is determined by the county 
committee and the loan approval official that (1) the borrower is unable to 
pay his indebtedness as originally scheduled, (2) such inability was due to 
causes beyond the borrower’s control, such as adverse weather, crop or live- 
stock disease or pestilence, sickness, fire, reduction in acreage allotments, un- 
favorable price-cost relationships, or other economic factors occurring during 
the 7-year period of continuous indebtedness, (3) with an extension of the present 
indebtedness as provided herein and with additional operating loans, the bor- 
rower will be able to accomplish the obiectives of the loan and pay his indebted- 
ness in full, (4) all junior lien holders will agree in writing to the proposed 
extension, and (5) the borrower meets the other requirements for the loan, the 
borrower’s existing indebtedness or any installment thereof may be extended for 
a period not beyond 10 years from the debt limitation control date and during 
such extended period additional loans may be made to him. In addition to the 
usual certification on form FHA-—49, the county committee will clearly indicate 
in the space provided for “Comments” on that form the basis for the determina- 
tions made with respect to items (1), (2), and (3). 


! 
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1. The installment(s) being extended will be scheduled for payment in line 
with the borrower’s ability to pay, taking into consideration the other debts 
owed the FHA, provided : 

(a) The installment(s) extended will be scheduled for payment 
within 10 years from the debt limitation control date. 

(6) No installment of any existing note falling due after 10 years 
from the debt limitation control date may be extended as to date or 
changed as to amount. 

D. Loan funds may not be used to pay debts owed by the applicant to the 
FHA, or to make principal or interest payments on such debts. Loans may 
not be made for the purchase of real estate or for making principal payments 
on real estate already purchased. Among other things, this precludes the mak- 
ing of loans for the purpose of making downpayments on FO farms, for replacing 
livestock and equipment sold primarily for the purpose of obtaining funds with 
which to make such downpayments, and for the refinancing of debts incurred 
for that purpose. 

E. Loans will not be made for the purchase of livestock or payment of debts 
on livestock which will result in split lines of credit between the FHA and other 
creditors in connection with a particular livestock herd or flock. 

F. A’ joint loan may be made to husband and wife, mother and son, or father 
and son, living together as a family and operating jointly the same farm unit. 
No other joint loans may be made. When joint loans are made, both individuals 
will execute the application, certification, loan authorization, notes, mortgages, 
and other documents required in connection with the making and closing of 
the loan. 

G. Separate loans may be made to eligible individuals who are engaged 
jointly in farming, provided: (1) Not more than two individuals are interested 
in the operations; (2) the security requirements contained in paragraph X 
are met; and (3) the operations provide the equivalent of a family-type opera- 
tion for each applicant family. If a loan is made to only one such individual, 
it will be secured by a first lien on his interest in the crops and chattels and the 
other individual will be required to execute the mortgage with him so as to dis- 
claim any interest in the security property offered by the applicant. If a loan 
is made to each of the two individuals, the security instruments for each will 
be executed by both, or a joint mortgage may be taken. 

H. Before a loan can be made to an applicant for whom debts have been 
settled pursuant to FHA Instruction 456.1, as reflected by the county office 
records, or where a settlement under such instruction is contemplated, it must 
appear conclusively that (1) the applicant’s failure to pay his loan indebted- 
ness was the result of circumstances beyond his control, (2) the causes which 
necessitated the debt settlement, other than weather hazards, disasters, or price 
fluctuations, have been removed, and (3) the borrower's operations will be sound 
and afford him a reasonable prospect of paying the loan and meeting his other 
obligations. Loans in such eases must be submitted to the national office for 
review prior to approval. 

I. Loans will not be made to finance unproven types of farming enterprises in 
an area. 

XIII. LOAN APPROVAL 


A. Administrative determinations and responsibilities—When an applicant 
has been certified by the county committee as eligible to receive a loan in ac- 
cordance with paragraph VII, the loan approval official will determine admin- 
istratively whether the applicant meets the requirements prescribed in paragraph 
V and the other requirements for a loan. The loan approval official will de- 
termine that (1) the applicant is eligible for assistance, (2) the applicant has 
satisfactory tenure arrangements, (3) the long-time farm and home plan, where 
required, provides for a proper organization of the farm business, (4) the im- 
provements and practices essential to successful farm and home operations have 
been planned, (5) the proposed operations are financially sound, (6) the amount 
of the loan and the purposes for which the funds are to be used are consistent 
with the family’s needs and are for authorized purposes, (7) the loan can be 
paid in accordance with the payments scheduled, (8) the security requirements 
can be met, (9) the certifications required of the applicant and county commit- 
tee have been made and are a part of the loan docket, and (10) the loan meets 
all other FHA requirements. The failure of employees of the FHA to dis- 
charge the responsibilities or to exercise properly the authorities contained 
herein may result in their personal accountability and financial liability. 
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B. Authority—State directors are hereby authorized to approve loans to 
eligible applicants subject to applicable policies and provisions contained in 
this instruction and FHA Instruction 441.8, provided no loan may be approved 
which will result in an applicant becoming indebted in excess of $15,000 principal 
for loans made under title II of the Bankhead-Jones Farm Tenant Act, as 
amended. A loan which will result in an applicant’s total principal indebtedness 
under this title exceeding $15,000, but not exceeding $20,000, may also be ap- 
proved by the State director after prior review by the national office. In order 
to provide for any unforeseen need for credit and protect the Government's 
interest, ordinarily, it is necessary for a reasonable margin to be maintained 
between the maximum indebtedness limitation and the amount loaned to an 
applicant. 

1. State directors are hereby authorized to redelegate to qualified State 
office employees, county supervisors, and GS—7 assistant county supervisors, 
authority to approve loans subject to the following limitations : 

(a) County supervisors and GS-7 assistant county supervisors may 
not be authorized to approve loans which will result in an applicant 
becoming indebted in excess of $10,000 principal for loans made under 
title II of the Bankhead-Jones Farm Tenant Act, as amended, and for 
emergency loans. ’ 

2. Each State director will determine the loan approval authority to be 
redelegated to State and county office employees and will issue State in- 
structions redelegating such authority on a position basis. Copies of such 
instructions will be furnished the Finance Office. 

8. State directors will restrict or revoke the exercise of delegated loan 
approval authority to individual State and county office employees by 
written notice where such action is necessary in the administration of a 
sound loan program. 

4. A debt limitation control date is established for each borrower by the 
Finance Office on form FHA-646: Statement of Account. This date will 
be used in determining the continuous indebtedness limitation by the loan 
approval official. However, when a loan approval official, in considering an 
application for a loan, has reason to believe that the date shown on form 
FHA~646 is in error, or changes have taken place in the borrower’s account 
since the date of the last form FHA-646 that would alter the date, he will 
make an independent determination of the debt limitation control date and 
notify the Finance Office accordingly. 


OPERATING LOANS TO PART-TIME FARMERS—POLICIES AND AUTHORITIES 


United States Department of Agriculture, Farmers’ Home Administration— 
FHA Instruction 441.2 


I. GENERAL 


A. This instruction prescribes the policies and authorities for making oper- 
ating loans to part-time farmers, including operators of less than family-type 
farms as authorized under title II of the Bankhead-Jones Farm Tenant Act, 
as amended. 

B. Preference will be given to eligible veteran applicants in making loans 
to part-time farmers. 

II, OBJECTIVES 


The primary objective of operating loans to part-time farmefs and stockmen 
is to enable established bona fide part-time farmers who reside in areas desig- 
nated for the rural development program to more fully utilize their land and 
labor resources in order to make needed improvements in their living conditions 
and economic situation. Some part-time farmers in other areas also will qualify 
for loans under this instruction. This objective will be accomplished through 
the extension of credit and supervisory «assistance. 


III. SUPERVISORY ASSISTANCE 
Borrowers will receive supervisory assistance to the extent necessary to 


assure that the objectives outlined in paragraph II are accomplished and that 
the interests of the Government are protected. Borrowers who are conducting 
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part-time farming operations will receive assistance in developing an annual 
farm and home plan for the first full crop year and such additional assistance 
as is necessary to accomplish the objectives of the loan. Subsequent loans to 
such. borrowers will be based on the same type of plans and other supervisory 
assistance. Even though annual plans are not developed in subsequent years, 
the county supervisor will continue to service the outstanding loan to the extent 
necessary to assure that (1) security property is being maintained properly, 
(2) acceptable farming practices are being followed, and (3) the maturities 
on Farmers’ Home Administration (FHA) debts and any debts secured by prior 
liens are being paid when due. 













IV. WITH OTHER TYPES OF FHA LOANS 





RELATIONSHIP 









Operating loans to part-time farmers will bear the same relationship to other 
types of FHA loans as provided in paragraph IV of FHA Instruction 441.1. 











V. 





ELIGIBILITY 









A. Applicant.—In order to be eligible for a loan, the applicant must: 

1. Meet the same eligibility requirements as specified in paragraphs 
V. A. 1, 2, 3, 4, and 5 of FHA Instruction 441.1. 

2. Be an established bona fide farm operator at the time he applies for 
a loan and be an individual who has historically resided on a farm and 
depended on farm income for his livelihood. This means that to be eligible 
the applicant must have resided on a farm and depended on farm income for 
his livelihood a substantial portion of this life. Applicants who are spend- 
ing a major portion of their time during the year in off-farm employment 
are not considered bona fide furmers and, therefore, are not eligible. Vet- 
erans will meet the same eligibility requirements as nonveterans except 
that a veteran recently returned from wilitary service will not be required 
to be established as a bona fide farm operator at the time he applies for 
assistance. 

3. Have had farm experience or training sufficient to indicate reasonable 
prospects of conducting successful part-time farming operations. 

4. Need assistance to make improvements in his farming operations which 
cannot be provided from his income and resources so as to improve his 
general economic situation and living conditions. 

Bb. Farm.—Operating loans to part-time farmers will be limited to individuals 
whose farms are of such size and productive capacity that they will produce 
agricultural commodities in sufficient quantities that the proceeds from their 
sale will be a substantial portion of the operator’s total cash income which, 
together with income from other sources, including pensions in the case of dis- 
abled veterans, is sufficient to (1) meet farm operating and family living expenses 
and provide for necessary capital replacements, (2) meet payments on the FHA 
indebtedness, (3) meet payments on any other indebtedness, and (4) provide 
n reasonable reserve for emergencies. Such farms may be either less than 
family-type units or family-type units on which the applicant will carry on a 
type of farming that will require substantial income from other employment 
«turing the term of the loan. 

C. Off-farm employment.—It must be determined that (1) off-farm income will 
be reasonably certain to materialize in the amount anticipated, taking into 
consideration the nature of the proposed employment and the actual employ- 
ment for the past 2 or 3 years, if any, and (2) the time required for the off-farm 
work, together with that required for the farm is possible of accomplishment by 
the applicant and his immediate family, taking into consideration seasonal peak 
load periods and any provision for hired labor during such peak-load periods. 



































VI. CERTIFICATION BY THE APPLICANT 












Part-time farmers applying for operating loans will make the same certifi- 
cation as provided in paragraph VI of FHA Instruction 441.1. 












VIL. CERTIFICATION BY THE COTINTY COMMITTEE 









The certification by the county committee for part-time farmers applying for 
operating loans and the information furnished the county committee by the 
county supervisor concerning such applicants will be the same as provided in 
paragraph VII of FHA Instruction 441.1, except that the county supervisor will 













1272 


also provide, and the county committee will consider, specific information con- 
cerning the applicant's off-farm employment and the eligibility requirements 
prescribed in paragraph V. A. 2, 3, and 4. This information concerning off-farm 
employment will include (1) employment history, (2) place of employment, (3) 
extent of employment and when it will be performed, and (4) amount of off-farm 
income anticipated. 

VIII. LOAN PURPOSES 


Operating loans to part-time farmers may be made for the same purpose as 
prescribed in paragraph VIII of FHA Instruction 441.1. 


Ix. RATES AND TERMS 


The rates and terms for operating loans to part-time farmers are the same as 
prescribed in paragraph IX of FHA Instruction 441.1. 


X. SECURITY POLICIES 


The security policies for operating loans to part-time farmers are the same 
as prescribed in paragraph X of FHA Instruction 441.1. 


XI. LAND TENURE 


Tenure requirements for operating loans to part-time farmers are the same 
as prescribed in paragraph XI of FHA Instruction 441.1. 


XII. LOAN LIMITATIONS AND REQUIREMENTS 


Loan limitations and requirements for operating loans to part-time farmers 
are the same as prescribed in paragraph XII of FHA Instruction 441.1. How- 
ever, loans will not be made to finance the applicant’s off-farm employment. 
This prohibits the making of operating loans for such purposes as the purchase 
of equipment, construction or repair of buildings, or providing operating expenses 
in connection with the off-tarm employment. 


XIII, LOAN APPROVAL 


State directors are hereby authorized to approve loans to eligible part-time 
farmer applicants and to redelegate such authority in the same amounts and 
under the same conditions as prescribed in paragraph XIII of FHA Instruction 
441.1. In addition, the loan approval official must determine that the applicant’s 
proposed operations are financially sound, taking into consideration the antici- 
pated gross income from farming and other sources. Ordinarily, farm income 
available for debt payment should be sufficient to meet the required payments on 
the loan. However, under some circumstances such as when major improve- 
ments are being made in the farming operations, and the income resulting from 
these improvements will be delayed, it may be necessary to look to the off-farm 
income for payment. In such cases it must be determined that off-farm income 
will be available in sufficient amounts to meet the payments expected from this 
source at the proper time, and the applicant will cooperate in _ making the 
required payments from off-farm income. 


XIV. SPECIAL AUTHORITY TO ALTER ELIGIBILITY REQUIREMENTS 


If a State director determines that the credit needs in an area designated under 
the rural development program cannot be satisfactorily met under the eligibility 
requirements contained in this instruction, the Administrator may make excep- 
tions to the eligibility requirements by giving prior approval to State instructions 
issued for this purpose. A complete justification for making the exception will 
accompany the proposed State instruction submitted for prior approval. 

Mr. Scorr. Mr. Marshall, I wonder about this. Those remarks that 
you have there obviously are very brief and we would need more back- 
ground, I am sure, to determine whether or not there was a good 
reason given. 

I wonder if it would be better if we could get our files and look into 
it carefully, and put an adequate statement into the record. If that 
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would suit your purpose, we would be glad to do that, put that in along 
with these regulations. 

Mr. Marsna.u. As far as I am concerned, Mr. Scott, my purpose is 
not to criticize the rejection of each one of these particular loans. 

My only purpose in bringing this up is to find out what the policy 
is in regard to making a part-time loan, and to find out whether or not 
there is an income restriction. 

In one particular case, in informing me one of the reasons why the 
loan was rejected, you will notice that they did talk about this income. 
So the problem arises as to the matter of policy as to what is full time 
and what is not. 

In our area, people work in the mines at 40 hours a week, on a sea- 
sonal basis largely. That means that the family at home has been 
able to carry on a farming operation as a customary practice. 

It would be perfectly satisfactory to me if you would clear up this 
thing and place into the record an explanation of your policies, so that 
we will have it. It is perfectly agreeable with me for you to do that, 
if you prefer, rather than go into it at this time. 

Mr. Scorr. I believe, Mr. Marshall, on that particular application 
it would be much better. 

Now I would be glad to discuss the policies in general, and Mr. 
Smith perhaps may have some comments. 

I got the impression, from what was said there in that first letter, 
that you were reading, that our county people were uncertain about 
there being enough prospective income to make a sound loan. 

We hope that all of our people out in the county offices will look at 
these several laws that they have as a kit of tools, should we say, and 
make utmost use of them on individual applications. We do not want 
them to become too straitlaced about a part-time deal so that it has 
to fit into this one special loan program. We want them to be service- 
minded, and we think generally they are. 

So far as the part-time operation is concerned, we feel that we ought 
to be careful in any approval of applications of that nature to be sure 
that we are dealing with a farmer and not a townsperson who has a 
little sideline deal. 

We think we ought to be—at least I certainly do—very realistic in 
appraising and avoid being arbitrary, and because a person lives in 
town, conclude that he is a townsperson and not recognize an appro- 
priate farm deal. 

But we do feel strongly, and we have no intention to start financing 
what our local people conclude is a townsperson, with a very little 
sideline deal. 

On these part-time operations, we realize that in many instances 
there may be just as much uncertainty about continuity of off-farm 
income as there is about any other type of income. 

We were not meaning to be impractical in recognizing that. But 
in the aggregate, with what appears to be reasonably dependable sea- 
sonable work, or part-time work through the year, coupled with a 
little farming operation where there is every indication that they 
want to continue and want that to be their home; if we can make a 
sound little proposition out of it, we can finance it and we can approve 
that kind of loans. 
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Just in the most general sort of terms, that is our attitude about 
it. They are all case deals, we realize, but we want our people to 
be very practical in the use of these several loans. 

Mr. Marsuaun. Mr. Scott, I never believed that a loan should be 
made to a person unless there was a reasonable or feasible chance of 
that loan being repaid. 

In the matter of making a loan, if it is not a loan that he could rea- 
sonably expect to repay, he should not be granted a loan. I do know 
that there are loans of that type that ought not to be made. 

In this letter that I have there is reference to a number of loans that 
certainly I would concur should not have been made. 

But what bothers me is that we have people who have grown up in 
a community and their farming is obviously a part-time operation, 
They live there, and during part of the time they work in the mines, 
which is largely seasonal work, because in winter, of course, they do not 
work in the mines. 

So one of their sources of income is harvesting the pulpwood, 
which is a winter operation and is also classified as agriculture. And 
they also do some farming, although I will grant it is somewhat of a 
subsistence basis. 

However, it does seem to be a good practice for those people. Dur- 
ing the time that they are working in the mines they are also adding 
greatly to their family income. 

These people have been at a great disadvantage, because if they 
lived in town they could go to the Federal Housing Administration 
and they would be recognized as being eligible for a loan, but when 
they do go to the Federal Housing Administration, the Federal Hous- 
infi Administration refers them to the Farmers’ Home Administra- 
tion, as some of them have. 

Frankly, I think we might say that, judging from this correspond- 
ence that I have, there is an indication that the policies of your pren 
istration were changed in the fall, which may have had some bearing 
on some of these cases. 

But, again, my interest is to know just what policies are in effect. 
Naturally we are interested in that. 

I am prompted to make that observation because some of my col- 
leagues have been asking me questions concerning the policy in other 
States, as the chairman brought up yesterday. So it all ties in with 
something that I think this committee would be interested in clearing 
up to our satisfaction. 

Mr. Scorr. Mr. Marshall, we have intentionally tried to get this new 
program of financing part-time operations—the operation with off- 
farm income—started off on a rather slow and careful basis. 

You realize that you can make a good many mistakes in that field, 
and we want our folks to take hold of it carefully. We wish to get into 
it kind of gradually, so we have the opportunity of the State people 
and others getting out there and advising with our county people. 
We are hoping they would move on into it with a great deal of care; 
not shy away from making these loans, but we certainly were not put- 
ting them into a lot of that in the first year. 

Do you have a feeling that there is a lack of recegnition of the possi- 
bilities in this type of operation that you just referred to, of people 
working in mines and also operating farms? 
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Mr. Marsnaty. I am prompted in my thinking to feel that, there 
may be instances along that line. This feeling is strengthened since 
so many of the advisory committees of the Farmers’ Home-Adminis- 
tration have johintarify discussed the matter with me. They have 
said that they felt that there were loans of that kind that the regula- 
tions prohibited them from making, that they would like to see made. 

Mr. Scorr. Let us look into that. 

Do you have the counties in mind that Mr. Marshall refers to, Mr. 
Smith ? 

Mr. Smirn. Yes. 

Mr. Scort. Let us look into that, and we will be glad to talk with you 
about it. 

Mr. Horan. May I comment there, Mr. Marshall ? 

Mr. Marswatu. Yes. 

Mr. Horan. The law that broadened the effectiveness of the Farm- 
ers’ Home Administration was signed only on August 1, and I had in- 
stances of where loans were turned down in the middle of August. I 
believe it was August 29, or possibly September 29, before your revised 
regulations reached the field. 

Mr. Smiru. The middle of September, sir. 

Mr. MarsuHatu. I say that some of that is indicated also in this 
correspondence. 

However, the correspondence that was sent to me was sent from 
the State office on October 29. Now, they may be talking about loans 
that were rejected before that time. But perhaps I was not clear 
in indicating to what I was referring, because I was interested not so 
much in these individual cases as in the policy. 

Mr. Scorr. We will be glad to look into those particular loans to 
which you referred, if you wish to have a further discussion with us 
at your office. 

Mr. Marsuaty. Again, I will say it is not on the basis of the indi- 
vidual loans, but the overall policy. 

Mr. Scorr. Yes, Mr. Marshall, we understand it is entirely on a 
policy level. 

Mr. Marsnari. And again I want to reiterate to you that I have 
a high regard for all of these people who have been handling this 
particular case, and I have great respect for their judgment. It is 
not a matter of any personalities or feeling along that line. 


RURAL DEVELOPMENT PROGRAM 


You have been doing a certain amount of work with the rural 
development program. Do you have any estimate as to the amount 
of funds that you used on the rural development program this last 
year ? 

Mr. Barnarp. No, sir; we do not. We had authority to do every- 
thing that we considered to be rural development, except this part- 
time farming authority recently enacted. 

Mr. Marsuati. Have you made any estimate as to the amount 
of time or funds that you may have expended for the rural «»vel- 
opment ? 

Mr. Barnarp. We made a survey the other day, and it appeared 
that we added 8 new county officers, 11 county supervisory employees, 
and 12 clerks in counties which have been designated as pilot counties 
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to assist with the work and to get together with the committees that 
‘have been set up. 

As I said, the authority for the part-time farmer loan was the 
one that we did not have, and we thought it would be most useful 
m those areas. We could not report t anything for last year because 
we didn’t have the authority until August 1, 195 6. 

Mr. Marsuauu. What is the situation with respect to the soil bank? 

Could you make any estimate as to the amount of time and funds 
that you used under the soil-bank operation ! 

You might furnish both of these items for the record. I do not 
want to take up the time today. 

Mr. Barnarp. Yes, sir. 

(The material referred to follows:) 

The following is the number and amount of initial loans made between August 
1, 1956, and January 31, 1957, to operators of less-than-family-type farms under 
the new statutory authorities. These loans were made in the pilot counties set 
up under the rural development program and in other areas throughout the 
country: 


Number | Amount 
ee —— ae —_ 
Farm ownership direct and insured loans to owner-operators only - - - - - seed 404 2, 981, 010 
Operating loans la ‘ ‘ ; “| 1, 280 2, 178, 735 


The Farmers’ Home Administration has no direct responsibility in connection 
with the soil-bank program. Of course, the county supervisors counsel with 
applicants and borrowers with respect to the possible participation in the soil- 
bank program, but this activity would not result in any added cost. 


LOANS TO AMERICAN INDIANS 


Mr. Marswatyi. Then there was another thing that came up when 
Mr. Ferguson, of the Extension Service, was before us. 

They are doing work with the American Indians. What is the 
policy of the Farmers’ Home Administration in making agricultural! 
loans to the Indians? Do you have an understanding on that / 

Mr. Smiru. We consider loans to Indians, Mr. Marshall, exactly in 
the same category as we do in the case of any other applicant. The 
only difficulty “that we have run into over the years is with respect to 
obtaining the required security under the statutory provisions in 
connection with some Indians who are farming land, that is, tribal 
land; other than that particular angle of those Indians, there is no 
difficulty. And we meet their applications on the same standards as 
was do with any others. 

Mr. Marswaty. I was pleased to learn, when I served on the Public 
Lands Committee, that the Bureau of Indian Affairs had made loans 
to Indians for agricultural purposes, and they still have the authority 
to do that; that the repayment record of those loans that they had 
made to the Indians was remarkably high, that over 94 percent of the 
principal had been repaid on that type of loan. 

That being true, considering the good record that they have made, 
I would hope that the Farmers’ Home Administration would make 
available to them sound feasible agricultural loans, because in many 
areas the Indian Bureau has been withdrawing from that activity. 
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I think that if you could step in and fill the gap, that it would be 
rendering a great service not only to the Indians but also to the 
communities in which these Indians reside. 

Mr. Scorr. I am sure we are very much in agreement with you, 
Mr. Marshall. 

Mr. Smirn. We have had several conferences with the representa- 
tives of the Indian Bureau here in Washington in the last several 
months. They worked out 1 or 2 difficulties that had been in the way, 
from a security standpoint, and a leasing standpoint, in serving some 
Indian applicants. But we have that worked out now. 

Mr. Wurrren. Mr. Horan. 

Mr. Horan. I want to comment briefly on the same subject. 

We have a problem with the Colvilles out in my district. We passed 
a law last summer which was a result of about 10 years of consulta- 
tion with the Indians, to have them prepare a legislative program 
themselves within 5 years for their eventual rehabilitation. We will 
have problems that will come before the Farmers’ Home Adminis- 
tration, the Extension Service, and the Bureau of Indian Affairs, the 
Forest Service, and one of the problems is very interesting. 

The origmal allotments on the reservation average 78 acres, and 
that is definitely an uneconomic unit unless we do some reclamation 
work on the reservation. It was opened up for settlement in 1914, 
I believe, and plenty of white men went broke on 320 acres. 

So we do have that problem. We have the specter of uneconomic 
units that we will have to deal with as we solve the problem of the 
Colvilles. 

I might say here that probably some of the finest blood in America 
runs in the veins of some of those Indians. Anyone who reads the 
story of Chief Joseph, for whom we have named one of our major dams 
on the Columbia River, is astounded at his high character. 

He was a peaceful man, but a couple of his hot-blooded chiefs per- 
formed a massacre down in central or southern Idaho, and he was 
forced to lead his people to war, during which time he retreated 
through the Lolo Pass down through the Bitterroot Valley and down 
past the Yellowstone, and then was headed north to join Sitting Bull 
in Canada. He thought he was across the border when he was 
captured near the Canadian border. 

In the course of that retreat, when he never had more than 387 
warriors, he took with him his household goods, the old people, the 
wives, the children. 

He fought 11 pitched battles with our American troops, the total 
of which numbered 2,200. He won 5 of those battles, and he drew 
5; he lost the last battle. He never scalped a white man, he never 
mistreated an enemy. 

The Jesuit explorers had named the Indians there Nez Perce because 
they saw that the Indians pierced their noses and wore rings in them. 

Chief Joseph, I might say, was quite a philosopher. He had quite 
a number of sayings that were recounted in the New York Times when 
he died in 1904. One of the sayings was, “Look twice at a two-faced 
man.” 

Another saying was, “Cursed be the hand that scalps the memory of 
the dead.” 

Also, “Fine fur often covers tough meat.” 
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My reason for recounting this is to show you that there is a lot 
of native ability in our American Indians. 

Chief Joseph’s tactics on this retreat that I have mentioned, have 
been studied by our own people at West Point, and some of the finest 
tributes to Chief Joseph Gave been written by West Point graduates, 
At-one time he was completely surrounded, and in the dusk he formed 
his warriors into a column of four and marched right through the 
sentries, who believed it was their own troops returning. His exploits 
are legend. 

Of course, 100 years from now there will be no Indians because they 
are readily assimilable into the white race. 

I know Mr. Marshall feels the same way I do, that we have a duty 
to perform for these Paopie to help them learn the white man’s ways. 
And it is not going to be ea 

I suspect we will have to use different standards in granting loans 
to Indians than perhaps we do for other folks. But it is something 
that we have before us, and I, for myself, want to help all I can to 
make those programs successful. 

Mr. Scorr. As you probably know, there are some very fine descend- 
ants of old Chief Joseph left around Clearwater, and they are very 
progressive Indian families. 

Mr. Horan. Yes. They revere his memory, as they should. 

I might also say that there has been a movement to move Chief 
Joseph’s body from the Catholic cemetery there at Nespelem down 
to the valley in northeast Oregon where he was born and raised. It 
resulted in the Indians, several - years ago, going up there and pouring 
a huge concrete slab on top of his grave ‘because they did not want 
him moved, 

To get back to the Farmers Home Administration, Public Law 878 
greatly broadened, and I think properly so, the ability of the Farmers 
Home Administration to do those things that C ongress expected of 
you. 

For one thing, we returned to you the possibility of making housing 
loans. We made it possible to refinance and we increased the amounts 
and made operating loans possible. 


ASSISTANCE GIVEN TO BORROWER TO MAKE LOAN FEASIBLE 


Now I have a question. 

If I were to come to you for a loan and you looked over my operation 
and my financial status and you decided that a loan to me was not 
feasible, what could you do to help me make my loan feasible ? 

Mr. Hansen. We would try to work with you in the resources that 
you have and trv to arrange your plan of operation so that you could 
become successful. 

Mr. Horan. Could you enlarge my land holding? 

Mr. Hansen. That, of course, depends on the various circumstances, 
and we could help you develop those resources there by applying 
conservation, perhaps clearing some land or developing the land re- 
sources, perhaps in counseling and adjusting your farming operations 
whereby you would be utilizing your soil resources to better advan- 
tage where it would net you greater returns in the system you have 
followed. 

We feel it is our responsibility to work with every individual to 
develop their resources and develop themselves into their maximum 
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capacity whereby they could improve their standard of living and 
improve their credit struc ture and their ability to repay. 

Mr. Horan. If I were going into the poultry business and I was 
about one-third adequate in housing and in flock, what could vou do 
to give me a feasible and adequate operation ? 

Mr. Smirn. Mr. Horan, we do have the authority, under either 
the Bankhead-Jones Farm Tenant Act, title I, or we would have the 
authority under the National Housing Act, to make loans for poultry 
buildings, either the enlargement of evisting buildings or adding to 
the poultry setup. 

We have not been using these authorities to start people in the 
poultry business, mainly for the reason that there is overproduction. 

Mr. Horan. I assumed that I was already in the business. 

Mr. Smirr. I am glad you assumed that, because that would have 
enabled us to help you better. 

Mr. Horan. What about the adequate land ? 

If I was raising livestock and if I was in need, and assuming I had 
bottom land that would enable me to raise and bale hay, maybe I 
have a baler but I am sadly in need of, let us say, spring and summer 
range; no good livestock man wants to feed hay more than 2 months 
out of the year, as you know, if he is producing cattle in grasslands. 

Say that I am in livestock and I need to have a bigger spread in 
order to have an economic unit. Can you help me to get additional 
land for spring and summer ranges? 

Mr. Hansen. If you are otherwise qualified and, of course, if the 
land is available. 

Mr. Scorr. We have that authority. 

Mr. Hansen. Yes; we have the authority. 

Mr. Horan. Along with that, let me add, if I find out a way to 

make my loan feasible, I understand that you, Mr. Hansen, are 
requesting or perhaps demanding of your fieldmen that they give me 
close and continuous counsel, that they call on me at least once a week 
and see how things are coming along; what else would you do? 

Mr. Hansen. The supervision is pretty well handled on the basis of 
need. If the operator is progressing satisfactorily, we don’t continue 
with frequent visits. But that supervision is given as the case war- 
rants and as the needs exist, along with the annual analysis to see 
what progress has been made, and any errors that have been made, 
so that it may be corrected. 


HOME COUNSELING TO BORROWERS 


Mr. Horan. Supposing I need home counseling, how do you handle 
that ? 

Mr. Hansen. Home counseling at the present is being handled 
in cooperation with the Extension Service. We made real efforts, and 
I think we have made real progress, in working with the Extension 
services and seeing that their services are : available to our borrowers 
just like the services of the Soil Conservation Service or the ASC and 
others. 

Mr. Horan. How is that work progressing? 

Mr. Hansen. I feel it is progressing satisfactorily. Of course, we 
have never reached the ideal, and we are always hoping to do better. 
But we have recently had conferences with the Extension people. In 











1280 


fact, I am presently invited to attend an Extension conference at 
Clemson C ollege on April 15, at which the Extension directors of the 
Southeastern States will be there. 

I met with the Extension Director not long ago and discussed our 
mutual problems and interest. 

We have a committee that is working with the Extension committee 
and correlating our services, not only in home management, but in 
this housing program, for example, that is relatively new, that you 
people made available to us. 

In the housing program, it is necessary to make plans to follow, and 
many of our colleges, research institutions, of various types have plans 
for remodeling and farm-home construction, and so forth. 

So we are attempting to correlate our services in that phase, as well 
as any of the other phases, including the home-management. phase. 

Mr. Scott, do you have a statement that you care to make at this 
time ? 

Mr. Scorr. Mr. Horan, you touched on a subject that I was going 
to ask permission of the chairman to mention briefly again. 

I felt that we were following up in a good faith way, Mr. Chairman, 
on the statement that was in the committee’s report last year and the 
discussion we have had the year before, so I did not come prepared 
yesterday to discuss that. Now, here, very briefly, is what happened 
after our committee hear ing last year. 

At our office within the next day or two we had Mr. Ferguson, the 
Extension Director, and Mr. Smith and Mr. McLeish, and started lay- 
ing some plans to dilgently follow up to see that the families of FHA 
borrowers were getting the full opportunity to participate in these 
ixtension programs, and what ways could be developed to make that 
work better. 

We set up a committee of Extension and FHA people here in Wash- 
ington, and asked them to come back in a few days with some recom- 
mendations on how we could accomplish this purpose of giving FHA 
farm families the attention that we think they deserve. We are in 
full agreement with the statements that you made, that unless we put 
forth more than the usual effort that we would not be carrying out 
our responsibilities in this field. 

Well, this committee selected 13 counties in Alabama, Arkansas, 
Colorado, Georgia, Indiana, Maryland, Mississippi, Missouri, North 
Dakota, Ohio, Texas, Washington, and West Virginia. There was a 
questionnaire sent to these counties. 

The counties were, I should say, selected by the State directors of 
Extension and FHA. 

Questionnaires were sent to these counties as to what was going on, 
how were we working together, what were their suggestions for mak- 
ing it possible to get ‘this special opportunity avail: able to the families 
of the Farmers’ Home Administration. 

These replies brought out some very interesting facts and sugges- 
tions. They, in turn, were passed along in the form of memos to the 
State directors of FHA and the Extension Service. 

And, as Mr. Hansen has stated, that has been a matter of followup. 

There have been meetings. It has been discussed with all of the 
State Extension directors and all of the FHA directors. It is a stand- 
ard part of our work in follow: ing up when staff people go out of the 
Extension Service or Farmers’ Home Administration to see what. we 
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can do to give our people the opportunities and help they need. These 
bulletins have been going out during the last year. 

As I say, Mr. Chairman, we felt we were pursuing the matter 
idgvensibeky, and intend to. We recognize that there is a great deal 
more work to be done. But we appreciate this opportunity to bring 
in more facts than I was prepared to report to you yesterday. 

Mr. Wurrren. Mr. Scott, you enjoy a very fine reputation with 
this committee, and Mr. Hansen comes very well recommended, indeed. 
You have made a nice impression on all of us with whom you have 
dealt. 

HOME VISITOR 


However, that effort is not in line with the committee’s report of the 
hearings nor the agreement with the former head of the Farmers’ 
Home Administration. 

It was made quite clear that we had reference to home visitors of 
the Farmers’ Home Administration. 


ORIGINAL PURPOSE OF FARMERS’ HOME ADMINISTRATION 


This agency had its origin in the depression, where farmers had 
uneconomic operations and nobody to lend them a dollar. This agency 
was set up to help those people. 

It was recognized that if you were going to help that type of 
person, you had to have close supervision by the Farmers’ Home 
Administration, the farm security man, and a home visitor, to help 
him out at home. 

The Farmers’ Home Administration was set up to help this man 
to become a self-contained unit, to teach that man how to grow his 
vegetables, to teach his wife how to can vegetables, to show him 
how to grow his meat, and to show him how to live on the farm— 
because necessity gave him no other place. For 10 years that program 
provided some means of employing these people. 

As I told you, I have been very disturbed under this administra- 
tion, and I speak very sincerely about it. 

Mr. McLeish came in here at a time when all the agencies of the 
Department were asked to come in and tell us how much they could 
cut their appropriations. That was the first year of the new admin- 
istration. Mr. McLeish did not voluntarily do it, but he did point 
out the tremendous overhead in his agency and, with his agreement, 
$1 million was taken away from the agency and given to the Extension 
Service. 

From your statement yesterday, plus the reports I have had as 
to your change in policy, it seems to me that you are definitely chang- 
ing the whole program of the Farmers’ Home Administration. 

Mr. Scorr. We think we are improving it, Mr. Chairman. 

Mr. Wuirren. I would not argue that in certain regards you have 
taken on new things to do, and you are trying to make a successful 
farmer out of the farmer who can farm. But I thik that in the 
process we are losing the real purpose of the Farmers’ Home Admin- 
istration, which was to help that fellow who could not make a living 
in any other way. 

Mr. Benson testified here according to his own survey 2 years ago 
that 55,000 farm families were put off of farms in the cotton South 
alone as a result of the cotton acreage reduction. 
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Now, where are those farmers going? 

If you have any rule to the effect that a man cannot borrow a 
dollar from you unless he can show so much cash, making it a com- 
mercial type operation, I think that we are getting away from the 
original intent of the service. 

If a man had been cut to 5 acres of cotton, and you have shown 
him how to grow corn, grow his vegetables, and produce his beef, 
you have in that way enabled him to set up a tight family budget in 
order to live at home. That is the original intent of the Farmers’ 
Home Administration. 

Now we find these new services on how you are going to make a 
successful farm operator, and I wish it could be done in all cases, 
But in the process we are neglecting the fact that you are to a de- 
gree a relief agency. 

It is very nice to take a man with 160 acres and buy him 160 acres 
more so that he can compete with larger operators. But it is more 
important to take a man that has been reduced by his Government 
to 5 acres of cotton to lend him some money so he may live. 

Mr. Scorr. Mr. Chairman, there have been a number of discus- 
sions about these people just as you describe here, policy discussions. 
I am talking about discussions with Mr. Hansen and Mr. Smith and 
the other staff over there, in which I have said that we have an obli- 
gation to these people that have been with us that, regardless of how 
uneconomic their operation may be, if we can find a way to make that 
loan under the law, which will meet the test that we think it can be 
paid out, we have the responsibility to keep making those loans. And 
we are making thousands of them every year. 

We think that a part of our responsibility is to try to help these 
people to get on to a level wherever we can so that they can take their 
place as good operators. 

Mr. Wuirren. I do not differ with that, but according to the re- 
ports that I receive you are neglecting things on this economic unit 
business—which is a term that everybody seems to have been using 
lately. And I point out to you, where you cut a man’s acreage 35 
percent in 3 years, and the Secretary cuts his price $9 a bale last year 
and another $6 this year, the Department of Agriculture and the Goy- 
ernment have made many economic units uneconomic. 

Back to the home visitor. There is many a farm of 5 acres that, 
with proper supervision and teaching on how to live at home, can 
get by. 

In the last 3 or 4 years, I am convinced that we are getting away 
from the original intent of the Farmers’ Home Administration. I 
am wondering what we could do to put the emphasis back where it 
ought to be. Fifty-five thousand farm families were put out of their 
farm homes last year and this agency is supposed to do something for 
these people, in the way of production and subsistence loans. 

Mr. Scorr. Mr, Chairman, my honest belief is that we have. With 
the opportunity to select actual examples—and I will find many of 
them—lI think we can show you that we are doing what you said we 
should do. 

Mr. Wuirten. I hope you can. 

Mr. Scorr. We have made changes in the size of this family-sized 
farm. We think that it is expected that we keep abreast of changing 
conditions. We are trying to make this service as helpful as possible, 
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and we are certainly not trying to build up a whole lot of big op- 
erations. 

We are trying to get the loans set up so we will be aiming at sound 
types of operations in these instances where we take a family and 
iry to help them get established in farming. Most of them are young 
families. We feel that we would be doing them a disservice if we set 
them up on some little outfit that no body would ever feel they could 
make a go of. 

Mr. Wurrren. That is right; if you set them up. But, on the other 
hand, you have a great many farmers that have been there and due to 
the acreage and price cuts they have become economic and all they 
know is farming. Those are the people you are supposed to help un- 
der the original basis of this organization. 

Mr. Scorr. I mentioned earlier, and I would like to repeat, that we 
have in a number of instances stated that to be the policy. We have 
an obligation to these people, the people that are there; not the folks 
that we are planning to set up in business, but the people that are out 
there. We have an obligation to them. 

Mr. Wuirten. Now we are getting to the crux of this thing. In 
the 14 years I have been ae I have thought that you were not just 
to take care of the fellow you already were taking care of, but also 
the fellow who has had his acreage cut to the point where he cannot 
get a bank loan. You never have had him. 


SUBSISTENCE LOANS 


I have thought the production and subsistence—and the word 
“subsistence” was well used in it—was there because this was one place 
a man could turn to in order to keep body and soul together. If you 
are failing to do that, no wonder you changed the name to production 
loans and ; got away from “subsistence.” In doing that, you are miss- 
ing the very purpose of this organization. 

I want to know how many folks you have made loans to this year 
who have an uneconomic operation, and I am referring to this relief- 
type loan, which is what you are supposed to take care of. 

If we are missing the original intent of this agency, we had better 
do something about it, and that is to help these folks who are farmers 
to hold body and soul together until we get this situation improved. 

Mr. Scorr. We are certainly doing all we can. 


Mr. Wuirren. Mr. Horan. 
CREDIT REQUIREMENTS FOR LOANS 


Mr. Horan. The Bureau of Reclamation, I believe, on the Columbia 
Basin project raised the capital requirement from $4,500 up to $8,500 
about 6 weeks ago. How is that going to work out? 

Mr. Scorrt. I think the boys have a man out there surveying that 
area. IT wonder if Mr. Smith or Mr. Hansen might answer it. 

Mr. SmirnH. Mr. Horan, you are exactly right in your statement 
you made. I am not sure of the exact net worth requirements of the 
Reclaniation Bureau at the moment, but they have been raised recently. 

It is my understanding that they were raised for the reason that 
both the Reclamation Bureau and other creditors in the area, inelud- 
ing the Farmers’ Home Administration, found it very difficult to 
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make loans to the young veteran families who had drawn units in the 
basin for development unless the veteran had some cash to put into 
the proposition himself, and had some substantial om worth. 

The creditors’ experience with the people was that it was very diffi- 
cult to give them a lot of credit that would enable them to develop 
the units and get the units in production without them having some 
cash to put into the proposition themselves. And that very definitely 
has been the experience in the Columbia Basin area. 

Mr. Scorr. Mr. Chairman, may I follow a little further on this 
extent to which we are financing these people. I tell you in all 
honesty we have no hesitancy at all in laying our cards right on top 
the table with this committee. We realize the obligation we have to 
you. We want you to know exactly what our policic es are. 

We are making a great many loans to the families which you men- 
tioned, who for various reasons dropped down into our class, let us 

say, because they cannot get credit from their usual sources. 

‘Now, we find that some of those families will come in and want a 
tractor or some other type of capital investment. If we cannot find 
a basis for believing that that can be made a sound loan, we are using 
the authorities we have to give them the credit that will carry on their 
operation; the operating costs, the seed, fertilizer, and those costs, 
short of these capital investments. 

The roadblock on that kind of deal is the inability of finding a pay- 
out on it, but we are going along making many of those operating cost 
loans year after year. In the drought areas, carryovers are common. 
That does not bother us. We go back in. 

We feel we have a responsibility, as you have indicated earlier, to 
help these people. They want to stay on the land, we want them on 
the land, we do not want them to go into town getting on the relief 
rolls and all that. So it isa tempor ary type of ¢ redit. It is a credit 
that will tide them along. They will get along with their present 
equipment. 

Mr. Wuirten. Mr. Scott, I cannot differ with that, and maybe I 
misunderstood you. But I am talking about a condition where they 
have been forced down to a level where this is the only place they 
can turn to. In the city people can go on unemployment relief. In 
the agricultural sreas, there is hardly any place other than receiving 
commodities that are being distributed. 

Perhaps you have some regulation keeping these people off. I am 
inclined to think that you must have had some announcements; other- 
wise, there would not be such a turmoil on the local level. 

I heard the Secretary talk about economic units. Maybe that is 
what the individual farmer must have eventually, but we have to have 
some place that this farmer can turn to until this situation is im- 
proved. 

I would like to know how many requests you have had, and how 
many of them you have turned down, and the basis on which you have 
turned them down. 

These folks are just trying to get by until they can do better. 

After all, when you get down to small farms, family-sized farms, 
the only w ay they will ever go is on a live-at-home basis. You know 
it and I know it. There is no way commercially, with machinery and 
mechanization and all those things for them to ever compete with the 
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big operator. But he can take a relatively small acreage and, with 
supervision, handle his operation where you have very little demand 
for cash outlay; he can make it. 

There are a lot of people in this country who do not know anything 
else and cannot do anything else. It is all right to talk about getting 
a job in town. I have heard the Secretary talk about that. But the 
jobs are not so easy to come by if a man has never had any traming 
except on the farm. 

Mr. Scorr. We are helping the people to stay on the land. 

Mr. Wuirren. I would like to have copies of every directive that 
you sent out of the Washington office in the last 3 years to the State 
administrators, and let us see what you have done. This is serious 
business. 

Mr. Scorr. It is to me also, Mr. Chairman. 

We review these laws frequently, and we come up to the Congress 
with recommendations. If we see a provision in there that we think 
is no longer good, we come up with a request that it be repealed. We 
just do not dodge it and pay no attention to it, I assure you that. 

Mr. Wuirren. I do not know any man for whom I have a higher 
regard and whose integrity I respect more. I am just wondering 
whether we are not getting into a false policy as regards the back- 
ground. 

This is no reflection on you and your folks here, but it is easy, with 
time, to drift away from the original intent of something, what with 
the change of administration and change of Secretaries. So I hope 
that my questions will not be taken as any reflection or indictment 
of you or the people that work with you. 

Mr. Scorr. Mr. Chairman, I appreciate your remark you made a 
moment ago, and let me say in all sincerity that it is my sincere belief 
that we are to the best of our ability carrying out the purposes and 
intent of this law. If we are not, we are doing it unwittingly. And 
I honestly felt that we were not getting our story over to you. I was 
wanting to do that. 

Mr. Warten. If we get it laid on the table, we ought to reach 
some common position. 

And may I say again that I do not know anybody in whom I have 
more confidence than you folks. 

Mr. Scorr. Thank you, sir. 

Mr. Wuirren. | would like for you to put in the record a record 
of 40 or 50 of your loans that you have made, the biggest loans, so 
that we will get some idea of what you are doing for the big man. 

Mr. Scorr. Yes, Mr. Chairman. 

(The material referred to follows :) 
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Examples of emergency and special livestock loans of $100,000 or more 
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Mr. Scorr. In working with these farm families, I understand from 
Mr, Ferguson that gene1 rally about 75 percent of the time of the home 
demonstration people is spent right out in the homes, and about 

25 percent is in their meetings, 

Now, we have charged our FHA people down in the counties with 
the job of getting the names of these families that need this help, and 
we think that there will be a certain proportion each month. Many 
of them are able to go out and join with the group, of course. 

But the responsibility is on the FHA folks to keep supplying the 
local county extension service, the home demonstration ladies, with 
the names, the followup to see that this arrangement works on both 
sides of the fence (FHA-Extension). They are instructed to get 
out there and give those families some personal attention right in the 
homes. 

As far as I know, that is the only difference in our approach in this 
matter. We feel we can get the job done this way. 

Mr. Wuirren. I differ with you if you say that this is the best sub- 
stitute we can have. Of course, if that is the case, we will have to try 
to work with it. 

And I do not say that with any reflection on your home demon- 
stration agents. It is just a matter of the time they have, for their 
primary function is with educational groups. 

1 would differ with Mr. Ferguson’s statement of 25 and 75 percent, 
from my own observations. But I would be interested in your putting 
in the record, if this is the best you can offer, any memorandum of 
agreement which you work out with the Extension Service. And I 
would feel that you are failing to even believe it yourself unless 
Extension will accept your list and give vou some degree of priority. 

Mr. Scorr. I believe I am in full agreement with you on the urgency 
of that help. And if this does not work, I think we ought to face right 
up to it. I believe we wil! do that and say the plan does not work. 

Mr. Wurrren. The whole thing is that we had the agreement last 
year that these home supervisors would be put back on to see if they 
could work out the matter. 

Mr. Scorr. We are entirely anxious to work with the committee on 
the objective we all have in mind. If you feel we have to go beyond 
this experiment we are carry ing on, we would welcome the opportunity 
to see what we could work out administrativ ely to meet your purposes. 
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Mr. Wuirren. We want to cooperate, too. 

Another thing, and you may have to take a day or two on this, I 
want to know this: I would like to know if you would go to the people 
in the States and recall the origin of this agency and go back and tell 
them that they need to lean over backwards to make financial arrange- 
ments to at least keep these farmers going. Instead of drawing up 
standards that would keep them from being eligible, reduce the 
amounts you can make available to them in line with these acreages 
or in line with their expected production. 

You know, Mr. Scott, you are the only place that these folks have 
to turn. 

Mr. Horan. I would like to have a direct answer to this question: 

Cannot you use farm ownership funds to make otherwise unfeasi- 
ble loans feasible? 

Mr. Scorr. If I understand your question correctly, Mr. Horan, if 
the facilities are there, we can make such loans. We have very, very 
broad authority in the several laws we have. If they can find the 
makings of a satisfactory unit, I think our people are going to do a 
wonderful job of helping farm families get ahead. 

Mr. Wuirren. Are there any further questions? 

We would be very interested in your turning this over in your mind 
and see if you could go along with our request. 

We would like to be advised of any efforts you: might make to re- 
mind them again that you are a relief agency, and are about the onl 
place they have to turn. They must lean over backwards to help the 
farmers keep body and soul together until some of this farm situation 
improves. 

Mr. Scorr. We are making a lot of such emergency loans. I think 
this is the only case where we are not getting in on the capital credit 
deals. I think we are getting that in on the broader financing loans 
not just the year-to-year cost loans. 

We are making all kinds of loans. And whether we see any future 
in the operation or not, if we find the basis where we think that if they 

et reasonable breaks, they are going to be able to pay back this stake 
or another year’s operation, we advance operating costs. 

We are staying away from the tractor purchases and pick-up of 

debts, and that sort of loan on this latter type of operation. But 
when we go into what you might think of as rather a full-fledged way 
to help set a family up, then is when we feel we ought to have some real 
reason for believing that we are going to get the job done. 
_ Mr. Wurrren. I can see what we are up against. I have a residual 
interest in a 300-acre farm, which is a very excellent farm that has 
200 acres of cotton. We rent it out for part of a crop because 300 acres, 
with 200 acres of cotton, cannot support a tractor and other equip- 
ment. 

So what a person has to do is rent 8 or 4 such places to see if he can 
make it go. If we had 35 percent of the acreage back and $16 a bale, 
it could be done. ; 
_ We thank you, gentlemen. Do not think there is anything personal 
in this questioning. We have had some differences of views with your 
agency, and it kind of bubbles up now and then. 

Mr. Scorr. Thank you very much, Mr. Chairman. 
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SALARIES AND EXPENSES 


Program and financing 


| 1956 actual | 1957 estimate | 1958 estimate 


Program by activities: 
1. General administration s $511, 940 $525, 593 $608, 710 
. Personnel administration and service 603, 414 633, 014 670, 480 
3. Budgetary and financial administration and service , 213 | 613, 498 648, 540 
. General operations __. 572, 5 573, 475 | 606, 250 
5. Regulatory hearings and decisions | 3, 677 142, 920 | 176, 770 
». National Agricultural Advisory Commission 2, 516 11, 500 15, 250 
Total obligations -__. 2, 455, 269 | 2, 500, 000 | 2, 726, 000 
Financing 
Comparative transfers from (—) other accounts — 93, 313 
Advances from ‘‘Administrative expenses, Commodity ; 
Credit Corporation fund (limiiation)” 0, 50 
Unobligated balance no longer available | , 844 


Appropriation (adjusted) - _- Sewdios . : 2, 282, 300 2, 500, 000 2, 726, 000 
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Obligations by objects 


Total number of permanent positions 
Full-time equivalent of all other positions_. 
Average number of all employees_ 

Number of employees at end of year. . 


Average salaries and grades: 


Ol 


02 
03 
04 
05 
06 
07 


08 
Il 
13 


15 





General schedule grades: 
Average salary _. 
Average grade... 


Personal services: 
Permanent positions. 
Positions other than permanent 
Regular pay above 52-week base- 
Payment above basic rates 
Other payments for personal services_- 


Total personal services 

Travel. 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction. - 
Other contractual! services 

Services performed by other agencies 
Supplies and materials_. 
Equipment 
Grants, subsidies, and contributions: 

Contribution to retirement fund 
Refunds, awards, and indemnities 
Taxes and assessments_. 


Total obligations 


| 
| 1956 actual 


| 1957 estimate 


} 
343 | 344 
| 1 | 1 
| 331 | 340 


$6, 399 
GS-8.4 


$2, 130, 794 | 


7, 487 
7, 094 
, 359 


2, 159, 079 

125, 673 
7, 331 
4 





582 
16, 850 
11, 430 


333 | 340 


$6, 469 | 


GS-8.5 | 


$2, 228, 107 
5, 000 


2, 239, 137 
134, 106 
3, 939 

29, 900 

| 1, 000 
58, 100 


5,650 | 


9, 850 


13, 665 | 


3, 400 
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Budget authorizations, expenditures and balances 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation - - 
Obligated balance brought forward 
Increase in prior year obligations 


Total budget authorizations available 


EXPENDITURES AND BALANCES 


Expenditures 


Unobligated halance no longer available (expiring for obliga- 


Out of current authorizations 
Out of prior authorizations 


Total expenditures 


tion) 


Obligated balance carried forward... 


the act of May 15, 1862. 


Total expenditures and balances 


|} 1956 actual 


$2, 282, 300 
141, 660 


751 


2, 424, 711 


2, 153, 956 

142, 214 
| 2, 296, 170 
} 


10, 844 
117, 697 


2, 424, 711 


1957 estimate 


$2, 500, 000 


117, 697 | 


| 
| oe 
2, 617, 697 


2, 376, 000 


117, 100 | 


124, 597 
2, 617, 697 
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6, 345 | 
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$2, 279, 113 
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8, 934 
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2, 299, 077 
145, 606 

3, 939 

30, 100 

1, 000 

60, 400 
10, 200 
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1, 253 
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Mr. Wurrren. Now we will turn to the Office of the Secretary. We 
have with us Mr. Ralph S. Roberts, Administrative Assistant. Secre- 
tary, formerly budget officer, and his associates. 
In this connection, we would like to insert into the record pages 
381 through 384 and pages 390 through 406 of the justifications. 


(The material referred to follows: ) 


OFFICE OF THE SECRETARY 


PURPOSE STATEMENT 


The Department of Agriculture was established as an executive department by 


The Secretary of Agriculture, assisted by the Under 
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Secretary, the Assistant Secretaries, and members of their immediate staff, directs 
the work of the Department, formulates and develops policy, integrates the sev- 
eral programs of the Department, maintains departmental relationships with 
agricultural organizations and others in the development of farm programs, ren- 
ders administrative decisions in regulatory proceedings pertinent to Department 
programs, and maintains close liaison with the Office of the President, and with 
Members of Congress on all matters pertaining to legislation and policy in order 
to insure effective performance of the agricultural programs. 

The following specific departmental functions are also included in the Office of 
the Secretary: ; 

Personnel administration and service is carried out by the Office of Personnel 
which serves as a staff agency of the Secretary having responsibility for the per- 
sonnel management program of the Department. This includes position classifi- 
cation, job evaluation, salary and wage administration, recruitment, examination, 
placement, retirement, separation, leave, awards program, performance ratings, 
employee relations, training, personnel security, safety, organization, investiga- 
tion, and health. The Office has responsibility for the development of personnel 
policy for the Department, and for executing and interpreting the intent and 
policies expressed in over 200 laws, various Executive orders, and the rules, regu- 
lations, policies, and decisions of the several agencies of the Government in the 
field of personnel management. In carrying out these responsibilities, the Office 
delegates substantial authority to agencies within the Department for the opera- 
tional phases of the appointment, classification, and disciplinary activities. Pol- 
icy and basic procedures developed by the Office are carried out through agency 
personnel offices. In addition to the continuous day to day contacts on specific 
problems, the Office conducts a systematic and periodic review to insure unifica- 
tion of the personnel management program and to measure its effectiveness and 
how well it serves the agencies’ personnel management requirements. The Office 
acts as Department liaison on matters of personnel administration with all gov- 
ernmental or private agencies concerned with the work of this Office. 

Budgetary and financial administration and service is carried on by the Office 
of Budget and Finance which serves as a staff agency of the Secretary in carry- 
ing out departmental functions relating to overall administration of the budget- 
ary, fiscal, and related affairs of the Department. It has responsibility for 
providing leadership and coordination of these activities throughout the Depart- 
ment, including the acquisition and distribution of funds; accounting; internal 
auditing and program appraisal, budgetary and financial reporting, organization 
and management phases of budget and fiscal activities, and related matters. 

The Office also has responsibility for formulating and promulgating depart- 
mental policies and procedures relating to the above functions, including the 
review and evaluation of program and legislative proposals for budgetary, 
financial, and related implications, and, in cooperation with staff and program 
agencies, for obtaining improvements in the management and operation of work 
programs administered by the Department. The Office acts as Department 
liaison on all such matters with the Bureau of the Budget, General Accounting 
Office, Treasury Department, and others. It also provides liaison with con- 
gressional Committees on Appropriations. 

General operations are carried on by the Office of Plant and Operations which 
serves as a staff agency of the Secretary exercising general staff management 
direction of the housing of the Department’s activities, including technical services 
incident to the design and approval of construction projects related thereto, 
contractual authority as it pertains to the leasing of commercial space and 
matters concerned with acquisition, utilization, inventory and disposition of 
real property; procurement activities; purchasing, warehousing, utilization and 
disposal of administrative and operating supplies and equipment, and related 
activities. It coordinates, in the field, the activities of the area agricultural 
equipment committees to insure maximum effective utilization of administrative 
supplies and equipment owned and procured by the Department. The Office 
is responsible for administration of the records management program for the 
Department, including the coordination of records nanagement activities of all 
agencies of the Department. It serves as Department liaison with other Govern- 
ment agencies on matters pertaining to its functions. The Office performs 
administrative service functions for the Office of the Secretary and also operates 
certain departmental services in the District of Columbia, including telephone, 
telegraph, reproduction, duplicating, addressing and mailing, central storage 
and distribution of supplies and forms, and the Departmental post office. 
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Regulatory hearings and decisions include the work of the Office of Hearing 
Examiners and of the Judicial Officer. The hearing examiners carry out the 
provisions of the Administrative Procedure Act relating to the holding of hear- 
ings (5 U. S. C. 1006, 1010). Hearings are held in connection with prescribing 
of new regulations and orders, and on disciplinary complaints filed by the 
Department, or on petitions filed by private parties asking relief from some 
action of the Department. In general, the examiners make reports, recommend 
decisions, and perform such related duties as are required by the Administra- 
tive Procedure Act, and statutory provisions, regulations, and rules of practice 
applicable to their work. 

The judicial officer renders final administrative decisions in regulatory pro- 
ceedings, and is responsible for preparing Agriculture Decisions, a monthly 
publication containing decisions in connection with all quasi-judicial functions 
and administrative hearings of the Department. 

The Hearing Clerk Unit, which operates under the judicial officer, has the re- 
sponsibility for receiving, filing and acknowledging the receipt of complaints, 
petitions, answers, briefs, arguments, and other documents filed with the De- 
partment of Agriculture in connection with quasi-judicial and administrative 
proceedings under various regulatory laws administered by the Department. 
The unit issues notices of hearings, serves upon parties concerned any docu- 
ments required in connection with such proceedings, arranges for suitable places 
for hearings to be held and for appropriate stenographie reporting, and main- 
tains a docket record of all documents and proceedings. 

The National Agricultural Advisory Commission was established pursuant 
to Executive Order 10472, approved July 20, 1953. It reviews national agri- 
cultural policies and the administration of farm programs, and makes recom- 
mendations to the Secretary of Agriculture for the betterment of such policies 
and programs. It is composed of 18 members, not more than § of whom, shall 
be members of any one political party, and at least 12 of whom must be repre- 
sentative farmers from the several geographic sections of the United States. 
Members are appointed for a term of 3 years and appointments are staggered so 
that 6 appointments are made each year. The Commission meets at the call 
of the Secretary of Agriculture at least once during each quarter of each 
calendar year. 

On November 30, 1956, employment in the staff offices comprising the Office of 
the Secretary under this appropriation consisted of 322 employees, 319 of whor 
were in Washington and 3 in the field. In addition, there were 167 employees 
under the working capital fund under which certain central services are per- 
formed for other agencies on a reimbursable basis. 


Estimated | Budget esti- 
available, 1957 | mate, 1958 
Appropriated funds. -.......--.-..-.-- penanecslnatan minke teat 1 $2, 523, 400 $2, 726, C00 


fincludes a proposed transfer of $23,400 from other appropriations of the Department for Executive Pay 
Act costs (Public Law 854). 


Salaries and expenses 





erebrintion) Act; 2007 isc ee ea 2 ee ts $2, 500, 000 
Anticipated transfer in 1957 from other appropriations, for Executive 

Pay Act costs (Public: Law 854) 2.0 ui) soa se ieee 23, 400 
TOR MOG Guih ideal hh os eta dle le eas Ae 2, 523, 400 
Budget estimate, 1908 Gricsitus 02 icsuubs dee Gabler Sie poset 2, 726, 000 
GN 6 Oo eS es Se eco S56 ee ea I set +202, 600 
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Salaries and expenses—Continued 
SUMMARY OF INCREASES, 1958 


For overall coordination and leadership of rural development pro- 

WI ent ee ee Se a +$11, 165 
To strengthen secretarial assistance, meet increased costs of printing 

and reproduction work, and provide for other minimum annual op- 


erating needs of the immediate Office of the Secretary_____--~- Bit +18, 225 
For expenses of the honor awards program _-——__------_-_----_--~_~ +3, 100 
For field hearings on appeals and complaints arising from the work of 

the Forest Service and for additional travel expenses_______-_____ +25, 700 
For expenses of the National Agricultural Advisory Commission 

members______- eee a8 beats: +-3, 750 
For contributions to retire ment fund pursuant to Public Law 854__._. +140, 660 


Project statement 


Increase or decrease 


1957 (esti- ade 1958 (esti- 


Project 1956 mated) Retire- mated) 
ment costs Other 


(Publie 
Law 854) } 





| | | 
1. General administration. _- $511, 940 $548, 993 | +$30, 327 +-$29,390 | $608,710 
2. Personnel administration and service 603, 414 | 633,014 | +34, 366 +3, 100 | 670, 480 
3. Budgetary and financial administra- | | 
tion and service __ 3 | 613, 498 +-35, 042 | 648, 540 
4. General operations 5738, 475 +32, 775 606, 250 
5. Regulatory hearings and decisions 142, 920 | +8, 150 + 25,700 | 176, 770 
6. National Agricultural Advisory Com- | 
mission 12, 516 | 11, 500 +-3, 750 | 15, 250 
Unobligated balance. 10, 844 | 
Total retirement costs (Public Law 854)___| {+-140, 660] [+2, 280] {142, 940] 
Total available | 2,466,113 | 2,523, 400 +140, 660 +61,940 | 2,726, 000 
Advanced from ‘‘Administrative expenses, | | 
Commodity Credit Corporation’’._ | —90, 500 | | | 
Subtotal | 2,375,613 | 2,523,400 | +4140, 660 | +-61,940 | 2,726, 000 
Activities transferred in 1957 estimates | } } 
from other appropriations |} —93,313 | | | 
Anticipated transfer from other accourts | | 
for Executive Pay Act costs (Public | 
Law 854)_. | — 23, 400 | 
ecoxtecs 
Total appropriation or estimate | 2,282,300 | 2,500, 000 | 
| i 


STATUS OF PROGRAM 
1. General administration 


The immediate Office of the Secretary has broad executive responsibility for 
the development of national agricultural policies and the general management 
of the Department of Agriculture, within the framework of laws enacted by 
the Congress and regulations promulgated by the President. It coordinates the 
activities of the Department’s constituent agencies into a unified agricultural 
program designed to achieve, efficiently and effectively, the goals for American 
agriculture established by the Congress and the President. 

In fulfilling these responsibilities and obligations, the immediate Office of the 
Secretary provides general leadership and direction to the Department’s agencies. 
Policies and plans are formulated and adapted to complex changing conditions 
in the Nation’s economy. Progress of agricultural programs is continuously 
evaluated to insure that accomplishments are consistent with the Department’s 
prescribed objectives and with established standards of sound management. 
Program and management problems with special significance and broad impli- 
cations are given careful attention to assure their constructive resolution in a 
manner consistent with overall policy. 

During the past year, the Department of Agriculture has been confronted with 
a series of critical and complex farm problems, which have required decisive 
application of the full resources of the Department and the experience and 
skills of its personnel. Some of the more important of these were: 
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Market development and surplus disposal.—The Office of the Secretary con- 
tinued to give special attention to the problem of dealing with surpluses and 
finding markets for farm products. Program policies have been designed to 
stimulate more effective and rapid movement of agricultural surpluses. The 
departmental staff works closely with other Government and international 
agencies to coordinate disposal programs within the framework of the adminis- 
tration’s policy. 

Considerable progress has been made in developing outlets for surplus stocks, 
An increasing volume of commodities is being moved into useful channels 
through domestic and export sales, sales to foreign governments, barter, dona- 
tions, and transfers to other Government agencies. Substantial quantities of 
surplus foods were used in emergency assistance following the hurricanes and 
floods in the Northeast and Southeast and the floods in Mexico and California. 

Increased emphasis has been placed on international trade to promote the 
export of agricultural commodities. Every effort is being made in the Depart- 
ment to continue the expansion of foreign markets by the Government and 
through private trade channels. Last year over $3 billion worth of farm products 
were sold abroad. Foreign deliveries were further increased by shipments 
abroad to support the President's offer of food to help the victims of Europe’s 
severe winter. 

Part of the foreign currencies obtained from sales under title I of Public Law 
480 are being used for the development of new outlets abroad as authorized by 
the law. Participation in trade and food fairs has also received increasing 
attention in policy determinations by the Department staff as an important and 
growing part of the Department’s general market-development program. 

Rural development program.—tThis is a new program, directed at the special 
problems of low income farm areas and designed to meet the needs of rural 
people in such areas for technical and credit assistance, training in part-time 
farming, and the promotion of business and industry. The objective is to mar- 
shal resources at the local level to meet these needs under the leadership and 
guidance of the Federal Government. 

Basic policy concepts have been developed at the secretarial level for the 
guidance of participating groups, which include State and local authorities as 
well as the following agencies of the Department of Agriculture: the Federal 
Extension Service, Agricultural Research Service, Agricultural Marketing Serv- 
ice, and Farmers’ Home Administration. In addition, the Departments of 
Commerce; Health, Education, and Welfare; Interior; and Labor contribute 
valuable assistance in specialized fields. 

To facilitate adequate coordination and integration of the efforts of all groups, 
the Office of the Secretary held extensive policy and work conferences and 
meetings with State and field personnel to exchange ideas and establish a com- 
mon understanding of the goals and methods of the program. As a result, 24 
States are moving forward with planned programs specifically designed for 
designated counties. 

Alleviating drought problems.—Continuation of the drought in the West, par- 
ticularly in the Great Plains area, has created severe hardship conditions on 
farmers and ranchers. Regular programs of the Department have been ad- 
justed to meet critical needs in the Great Plains area and special leadership has 
been provided by the Secretary's Office in ali drought and other disaster pro- 
grams. Crop insurance, credit, cost-sharing in conservation work, education, 
and technical assistance are all important factors in developing a better land- 
use program for the Great Plains. In an effort to alleviate these problems, the 
Department was enabled by Federal legislation to mobilize its resources through 
conservation program contracts with farmers and ranchers for periods up to 
10 years. 

Soil-bank program.—This program, authorized by Public Law 540, 84th Con- 
gress, provides special means for reducing farm surpluses, improving farm 
income, and acceleration of conservation practices. To insure its rapid and 
effective implementation, the Department integrated the program within the 
existing organization structure. Functions and responsibilities were assigned 
te departmental agencies best able to carry out the purposes of the legislation. 
Overall policies and plans were developed and coordinated to give effect to the 
legislation and to enable the agencies to plan and conduct their day-to-day 
operations on a consistent and uniform basis. Policy problems and agency 
relationships are receiving continuing attention by the Secretary’s staff. 

Major responsibility for the acreage reserve aspects of the program have been 
assigned to the Commodity Stabilization Service by the Secretary. This part 
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of the program permits growers of wheat, cotton, corn, tobacco, rice, and peanuts 
to take acres out of production without loss of net income. 

‘Lhe conservation reserve aspects of the program have been assigned to the 
Agricultural Conservation Program Service. This is a long range activity 
providing for 3 to 15-year contracts, wherein the farmer agrees to remove land 
from crop production and devote it exclusively to conservation practices. In 
return, the Federal Government will pay to the farmer about 80 percent of the 
cost of installing these practices, together with an annual rental payment, 

In addition, other Department agencies, including the Agricultural Conserva- 
tion Program Service, Forest Service, and Soil Conservation Service, have been 
assigned responsibility for technical and other assistance in implementing the 
soil-bank program. State and county agricultural stabilization and conserva- 
tion committees are responsible for adopting and administering the program 
in the light of local needs. 

Research and education.—Under general leadership of the Office of the Secre- 
tary the expanded program of research and education was further advanced 
during the year. Plans were developed and carried out for continuing a 
strengthened cooperative program of research and education with the land- 
grant colleges. Other interested Government and public agencies were con- 
sulted, and general plans coordinated in the Secretary’s Office to assure that 
the Department’s programs would be carried out in a cooperative and effective 
manner for the benefit of the Nation’s agriculture. 

Additional funds for research provided by the Congress helped the Depart- 
ment to accelerate scientific investigations aimed at new uses and wider markets 
for farm products, especially those in surplus supply; to make livestock produc- 
tion more efficient; to develop better forage crops, especially for the Great 
Plains area; to speed up soil conservation studies; and to strengthen work in 
forestry and utilization of wood and wood products. In the field of marketing 
research, much emphasis was placed by the Secretary’s staff on the study of 
price spreads between producer and consumer, and of their component costs. 

Wducational work in cooperation with State and county governments was 
further strengthened during the year by bringing to farm people research 
results, situation and program facts, and late developments in home economics 
to help them apply the most up-to-date findings on their own farms. Major 
emphasis was placed on the total farm and home unit approach with snecial 
attention given to the components of cost-price relationships and marketing 
problems. 


2. Personnel administration and service 


The Office of Personne! is the staff office of the Secretary responsible for the 
general direction, coordination and administration of the Department’s per- 
sonnel management program. Broad responsibilities affecting classification, 
salary administration, classification specifications, employee performance and 
development, employment, recruitment, placement, examination, separation, 
retirement, organization, personnel management, personnel investigations, em- 
ployee health, personnel security, and employee safety are assigned to the 
Office. The Office delegates authority to the agencies to enable completion of 
personnel actions with a minimum of review and maximum economy in opera- 
tions, develops and administers standards and uniform practices for all phases 
of personnel management, issues written instructions to agencies concerning 
regulatory and administrative policies and procedures, and reviews personnel 
activities of agencies having such delegations of authority. 

The following examples are representative of the continuing problems with 
which the Office must deal, along with the fundamental function of planning 
and administering an effective personnel management program for the De- 
partment : 

Recruitment and placement.—A positive program of circulating information 
of vacancies on a Department-wide basis to encourage qualified employees to 
make themselves available for consideration has been placed in continuing opera- 
tion. Rosters of eligibles are established which are used in filling specific 
vacancies. Applications of unsuccessful candidates are retained for continuing 
consideration for subsequent vacancies. 

The program for competitive examination of Department employees who 
have potential for, and desire to enter, administrative positions at the GS-5 
and GS-7 levels is being coordinated with the Federal service entrance exam- 
inations. The Civil Service Commission’s examination is used as the examining 
vehicle since the two programs are aimed at recruiting well qualified people of 
the same caliber and potential. 
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The field organization to meet recruitment needs of the Department was ma- 
terially strengthened during the past year. The USDA recruitment representa- 
tive in each State and Territory keeps abreast of recruitment needs and serves 
as a contact point in his assigned territory. Some agencies have designated 
field employees to assist in locating and interesting well-qualified people for 
specific types of work. Recruitment representatives are supplied with the 
latest information on the programs of the Department and the types of indi- 
viduals needed to carry out this work. Similar information is supplied to 
officials of colleges and universities for their use in counseling interested 
students. 

Eeamination program.—During 1956 new qualification standards were de- 
veloped for 10 types of competitive positions peculiar to the Department. 
Standards were revised or completely rewritten for 25 types of positions. 
These standards were included in probational examination specifications con- 
taining all the necessary background information on which to base a competi- 
tive civil-service examination. 

The student trainee programs are an important part of the total recruitment 
effort. These are programs for undergraduate college students who are en- 
rolled in a curriculum designed to qualify them for professional positions in this 
Department. The objective is to supply on a regular basis a group of young 
college graduates who are adapted to the work for which chosen and who have 
decided on a career in Federal service. Trainees work under professional 
guidance in a program which includes on-the-job training alternating with their 
scholastic training at a college or university. The program is well established 
in the fields of soil conservation, range conservation, soil science, engineering, 
and veterinary medicine. It has been expanded to the fields of agricultural 
ecoomics, agricultural statistics, biology, entomology, plant pest control and 
plant science. Studies are being made of other fields which would be included 
in the program during the coming year. 

The boards of United States Civil Service examiners for the Department pro- 
vide complete examination coverage for professional, scientific, and technical 
positions peculiar to the Department. This includes the issuance of examina- 
tion annonucements, grading of papers, and the maintenance of registers of 
eligibles. A total of 56 examination announcements were issued, and over 
22.600 applications were received and rated through this board system during 
1955. This workload represented an increase of 47 percent over 1954. 

Further progress has been made in the development of a coordinated exami- 
nation program designed to meet current recruitment needs for all types of 
professional, scientific, and technical positions peculiar to agriculture. Open 
competitive examinations are provided, with positions requiring similar quali- 
fications being covered in separate announcements. ‘This facilitates the ad- 
ministrative work and permits recruitment efforts for the various positions to 
be directed to the most appropriate source in the most effective manner. 

Investigations and disciplinary actions.—June 30, 1956 completed the first 
year of operation since the functions relating to the conduct of personnel in- 
vestigations were transferred from the agencies of the Department. During 
fiscal year 1956, this Office conducted 190 investigations of employees suspected 
of being involved in fiscal irregularities, prohibited political activity, discrimi- 
nation, Government automobile accident cases involving misuse of Government 
vehicles, intoxication on duty, and other types of misconduct. 

This Office also handled 717 disciplinary cases of which 246 resulted in letters 
of reprimand, 78 in suspensions, 98 in removals after preferment of charges and 
other types of terminations, 77 resignations of employees not in good standing, 
and 218 in which no disciplinary action was found to be warranted. 

Classification standards.—The Department cooperated with the Civil Service 
Commission in the development of classification standards projects covering 25 
series during the fiscal vear 1956. Studies undertaken involved (1) oceupa- 
tional reviews resulting in the clarification of existing definitions of occupational 
groups and series; (2) preparation or review of drafts of new or revised series 
detinitions ; and (3) participation in actual development of standards and review 
of drafts of proposed standards prepared by the Civil Service Commission. 

Priorities on new standards projects and on revision of published standards 
were established during the year for (1) series covering positions unique to the 
Department; and (2) suggested priorities on covering positions of an inter- 
departmental nature. The priorities applied to (a) classification standards; 
(b) qualification standards; and (c) a combination of both (occupational stand- 
ards). The establishment of priorities on classification standards and quali- 
fication standards was done to assist the Civil Service Commission in the 
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establishment of its priority schedule on projects of an interdepartmental nature, 
and to assist the Department in planning the development of standards covering 
positions unique to the Department. 

Recommendations have been made to the Commission for the development of 
10 series of an interdepartmental nature in which the Department has au in- 
terest. During the fiscal years 1957 and 1958 the Office plans to participate with 
agencies within the Department in the revision of approximately 15 series cover- 
ing positions peculiar to the Department. 

Job allocations.—The job allocations workload continued at a relatively high 
rate in fiscal year 1956, and increased 72 percent over fiscal year 1955. A total 
of 727 allocation actions were handled during the year, which represented, pri- 
marily, key positions at GS-14 and above. 

A special plan for evaluation of agricultural attaché positions transferred from 
the State Department under Public Law 690 was developed and put into effect. 
Action was completed on allocation of all individual attaché positions and on 
transfers of positions between posts. 

The position review program under section 1310 (d) of the Supplemental Ap- 
propriation Act, 1952, continues as an important adjunct to the allocation process, 
To meet the annual review requirement, a certificate of the accuracy of each job 
description is signed by each employee and his supervisor. In many cases this 
is done in conjunction with the performance rating plan. In addition to this 
certificate, the Department has a goal of 25 percent coverage of positions by 
actual work audits made by classifiers to supplement employee-supervisor review. 

Salarly administration.—Salary administration required giving attention to 
the details of numerous cases involving allowances and differentials for overseas 
employees; allowances for employees required to wear uniforms; dual employ- 
ment and compensation; hours of duty; rates paid initially upon transfer, pro- 
motion, demotion, etc.; premium pay for overtime, night, and holiday work; and 
within-grade step increases in pay. 

Agency regulations on allowances for replacement of uniforms were approved 
for chauffeurs, guards, quarantine inspectors, nurses, and certain Forest Service 
employees. Thirty-seven agency requests for authority to establish work weeks 
in excess of 40 hours; i. e., involving some regularly scheduled overtime duty, 
were handled. Considerable work was done during the year on a statutory rate 
proposal covering a limited number of top research positions to place the Depart- 
ment on equal footing with other departments and agencies, and with industry, 
in recruitment or retention of top-level research skills. The Commodity Stabili- 
zation Service was assisted in establishing a classification and pay plan for its 
county office personnel. 

Wage administration.—The most important projects were amendments to the 
Department regulations to incorporate the new minimum wage standard of $1 
an hour, a new wage rate notice form, and new provisions for the administration 
of flat rates and scales; the issuance of 21 new definitions for inclusion in the 
Department's Wage Board Manual; the establishment in the Agricultural Re- 
search Service of 4 area wage boards and 1 review board to replace the interim 
board by which rates had been set in that agency during the preceding 2 years; 
continued attendance at meetings of the Interdepartmental Lithographic Wage 
Board, and participation in work groups established under Civil Service Com- 
mission sponsorship to study various aspects of rate setting by wage boards. 
Plans are well advanced for reconstituting the Review Wage Board operating in 
the Office of Personnel in such a way as to strengthen and improve its review 
activities, including the power to adjust rates as necessary to effectuate “pre- 
vailing rates” within the meaning of the law. 

Personnel incentive programs.—The Department’s awards program continued 
to make satisfactory progress during the 1956 fiscal year. For the first time, 
individuals who were members of units receiving honorary recognition were 
awarded individual certificates citing the achievement in addition to the unit's 
plaque. 

During fiseal year 1956, 1,389 cash awards were granted totaling $161,196, 
compared with 221 cash awards granted during 1955 totaling $21,161. There 
were 2,993 suggestions received and 1,055 were adopted, representing an esti- 
mated dollar value benefit to the Government of $627,969. 

The handling of suggestions with possible Department or governmentwide 
application has increased the workload in the Office, which continues to advise 
the agencies concerning administration and operation of all phases of the incen- 
tive-awards program. 

Inspections of personnel offices.—The inspection workload increased substan- 
tially due to the delegation of authority to the Milk Market Administrator’s 
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offices. As a result of the delegation, the total number of Department offices 
subject to inspection has increased to approximately twice the number on the 
inspection schedule in 1958. 

Employee health.—During the past year a total of 22,156 calls for service were 
made at the health rooms in the Washington metropolitan area; 1,144 patients 
were seen by the medical officer ; 182 preemployment, disability retirement, and 
other physical examinations were performed. 

Training in administrative management.—This training is aimed at high-level 
employees responsible for improvement of administration. 3885 Department em- 
ployees from 19 agencies have been trained in institutes and workshops. Two 
institutes to develop additional local leaders are planned for 1958. Plans for 
additional training in administrative management workshops will also go for- 
ward this coming year. Application of the principles, material, and procedure 
of the institutes and workshops is continuing by several agencies in carrying out 
their regular work. 

Employee development.—New and revised material was developed to incor- 
porate in Guide Posts for Supervisors, the basic manual through which the Office 
guides, stimulates, and coordinates the Department’s supervisory development 
program. 

Safcty.—The Director of Personnel established an Employee Safety Advisory 
Committee which is reviewing all aspects of the departmental safety program. 
Particular attention will be given where need of improvement is indicated. Agen- 
cies submit reports in connection with the Presidential safety citation, awarded 
annually to the department or agency showing the greatest progress in accident 
prevention. 


8. Budgetary and financial administration and service 


The Office of Budget and Finance is responsible for departmentwide coordina- 
tion of the budgetary and financial aspects of Department programs and activities, 
including the acquisition, distribution, and control of funds; accounting ; internal 
auditing and program appraisal, and program investigation; budgetary, financial, 
and legislative reporting; and the organization and management of these and 
related activities throughout the Department. 

During the year certain functions of the Office were realined in order to 
strengthen its staff inspection activities. The Division of Internal Audit and 
Program Appraisal was established to provide a stronger and more effective 
departmental staff leadership in the fields of internal audit and program investiga- 
tion. This Division is primarily responsible for formulating departmental policies 
and principles, and for providing guidance and assistance to Department agencies, 
with respect to the establishment and maintenance of adequate facilities to 
prevent the mishandling of funds and other resources, and to assure proper exam- 
ination and appraisal of the financial, operational, and administrative aspects 
of agencies’ programs. Since all large agencies had at least the nucleus of an 
independent inspection staff, this Division has emphasized policy guidance, 
manual preparation, and work planning. A comprehensive survey (the first of a 
series) was initiated in the investigative unit of one agency for the purpose of 
reviewing, appraising, and making recommendations for improvements in con- 
nection with staffing, organization relationships, and investigative techniques and 
operating methods. 

Assistance was rendered to agency inspection groups through release of state- 
ments of principles, participation in training sessions, individual consultations, 
the preparation of internal auditing policy statements, and in the formalizing of 
audit procedures. A departmentwide audit of leave administration was coordi- 
nated by this Office. The findings resulting from this audit aided in the strength- 
ening cf departmental and agency procedures relating to supervisors’ responsi- 
bilities, periodic reviews, reports, and recordkeeping for leave. 

A procedure was developed for the handling of General Accounting Office 
audit and investigation reports throughout the Department and for the reporting 
of significant findings of the Secretary and his staff. 

The Office is presently coordinating a departmentwide study of the safekeep- 
ing facilitfes provided by the agencies for the protection and safe custody of 
cash and negotiable instruments handled by their employees. 

Among new developments and improvements in the field of budgetary admin- 
istration requiring action by the Office in the past year were the following: 

(a) Legislation developed to provide support in basic law for point-of-order 
provisions in appropriation acts.—An analysis was made of the language con- 
tained in the Department’s annual appropriation acts to determine to what ex- 
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tent authorities contained therein were supported in basic law. Appropriation 
language provisions not so supported were reviewed to determine whether they 
should be retained in the appropriation acts. Legislation was drafted, and 
enacted by the Congress (Public Law 979) which provides authority in Dasie 
law for provisions determined to be essential in the conduct of the Depart- 
ment’s operations. 

(b) Simplified financing of services between agencies.—Yollowing issuance of 
General Accounting Office regulations, policies and procedures were established 
to simplify the financing of services between agencies of this Department and 
between this Department and other Federal agencies. Increased use of the re- 
imbursement method of financing affords an opportunity to eliminate many 
separate accounts for advances and transfers of funds, and to reduce the number 
of budget schedules. 

(c) Improved procedures developed for the allocation and apportionment of 
foreign currencies.—Initiation of a foreign market development program, financed 
from foreign currencies arising from sales of surplus agricultural commodities 
to other countries (pursuant to Public Law 480), necessitated development of 
special procedures by this Office and the Foreign Agricultural Service with respect 
to the allocation and control of such foreign currencies to assure their use in 
accordance with the objectives of the law. Based on experience gained in 1956, 
simplified procedures for the allocation and apportionment of foreign currencies 
have been instituted in 1957. In the field of budgetary and financial reporting 
a great variety of special projects was handled during the past year. Much of 
this work is concerned with the compilation of special reports to meet needs 
within the Department and to provide information in response to requests from 
Congress, various public and private organizations, and the general public. In 
addition, there are a number of recurring agency reports which receive depart- 
mental review and clearance before submission to the Budget Bureau, Treasury 
Department, and other agencies. The improvement of agency reporting systems 
and the development of improved reporting procedures and techniques also con- 
stitute one of the important responsibilities in this area, including liaison with 
agencies outside the Department on such matters. 

Arrangements were made for a form letter to be used in transmitting pro- 
posed legislative reports to the Budget Bureau for clearance, thus saving 
about 100 man-hours annually in the various agencies of the Department. 

Five hundred and seventy-one legislative reports were prepared or reviewed 
from the standpoint of budgetary and related administrative and program impli- 
cations, revised when necessary, and cleared with the appropriate agencies (com- 
pared with 678 for 1955 and 346 for 1954). 

Electronic data processing equipment and systems are being studied to evalu- 
ate possible applications within the Department. The Office of Budget and 
Finance provides consultative services to agencies and disseminates information 
about the potentially greater productivity of rapid data processing machines, 
Adequate technical knowledge is essential in planning for installations which 
will help to improve Department services. 

New procedures for penalty mail payments to the Post Office Department 
were initiated in 1956. Reimbursement to the postal service entails the transfer 
of more than $5 million annually. In 1954 and 1955 the reimbursement was 
based on recordkeeping to determine the postage liability. In 1956 the record- 
keeping on items mailed was eliminated and projections made for the fiscal year 
on the basis of 1955 experience. For the fiscal year 1957, quarterly payments 
will be made on an estimated basis and adjusted at the year end to reflect 
postage liability based on penalty indicia matter acquired. 

Form series expanded to include outline maps: As one phase of its forms 
management program, the Department has collected into its numbered series 
several hundred forms in general use throughout the Department. Attention 
is given to better design of the forms, systematic inventory control, and periodic 
review of associated procedures, A further advance will provide similar atten- 
tion to 69 State and National outline maps used by various agencies to plot 
statistical and other data, depict geographical detail, or serve as worksheets 
in program operations. Usage of such forms is estimated at 75,000 annually. 

Rental rates for housing accommodations supplied to Department employees 
must be established at levels competitive with comparable private housing, 
under the terms of Budget Bureau Circular No. A-45, Revised. In sparsely 
settled areas with few private rental units, the establishment of satisfactory 
rental rates has required a costly expenditure of personnel time. To help meet 
this problem this Office assisted the Forest Service in developing a system for 
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establishing rates by standard classes of houses on an area basis through the 
application of scientific sampling procedures. By agreement with the Budget 
Bureau and the General Accounting Office, the Forest Service will experiment 
with this system to determine its adequacy for possible governmentwide 
application. 

Mileage rates allowed for use of privately owned vehicles have been increased, 
based on analysis of operating costs. Although the Congress established a 
maximum rate of 10 cents a mile for use of privately owned vehicles in the 
conduct of official business, the Department retained a maximum rate of 7 cents 
through the fiscal year 1956. This determination was based on then current 
operating cost data. Early in the fiscal year 1957, further analysis led to 
adjustment of the rate to a maximum of 8 cents. Under exceptional circum- 
stances of travel the Director of Finance may authorize a higher rate. 

The office continued to furnish leadership and technical assistance in the 
revision of agencies’ accounting systems to conform to Department policies, the 
accounting principles and standards prescribed by the Comptroller General, the 
objectives of the joint program to improve accounting in the Federal Government, 
and the requirements of the Budget and Accounting Procedures Act of 1950. To 
assist agencies in carrying out their responsibilities in the accounting field, this 
Office developed and issued regulations embodying the policies, principles, and 
standards for establishing and maintaining sound accounting systems. Sub- 
stantial improvements and revisions have been made in the accounting systems 
of the agencies, with accounting manuals either completed or substantially com- 
pleted in 10: Agricultural Marketing Service, Commodity Exchange Authority, 
Commodity Stabilization Service, Farmer Cooperative Service, Federal Exten- 
sion Service, Foreign Agricultural Service, Library, Rural Electrification Admin- 
istration, Office of Information, and Office of the General Counsel. In the Agri- 
cultural Research Service, Forest Service, and Office of the Secretary, studies 
designed to accomplish similar improvements and revisions are well underway. 

Additional regulations have been developed which establish fiscal policies, 
standards, and responsibilities designed to aid administrative and fiscal officers 
in the conduct of the financial affairs of the Department and which establish 
procedures on reporting and transfer of appropriations and funds designed to 
simplify the reconciliation of agency accounts with Treasury Department 
records. 

To expedite the administrative examination of vouchers and to aid travelers 
in the Department in the preparation of travel vouchers, a Guide to Travelers for 
the Preparation of Travel Vouchers was issued. The guide provides a specimen 
voucher based on a hypothetical travel status showing various kinds of expenses 
and situations. 

The bonding of 4,835 employees of the Department, which previously involved 
a separate bond for each employee, was accomplished by a single position schedule 
bond under the surety bond program authorized by Public Law 323, &4th Congress. 
This program will simplify bonding and will be more acceptable to employees 
who are required to be bonded. After 6 months’ operations it is estimated that 
there has been a saving (1) in the processing of 4,830 less bonds, (2) in the 
payment of approximately $33,000 less in annual premiums (by employees), and 
(3) of approximately $5,000 in administrative costs. 

From a study of the possible benefits on the use of transfer posting methods 
in the issuance of Agricultural Conservation Program checks, it was determined 
that approximately $13,000 could be saved. It is planned to develop the neces- 
sary procedures to establish the use of this transfer posting process for these 
checks. 

4. General operations 

The Office of Plant and Operations is responsible for the general direction, 
coordination and guidance of all phases of departmentwide programs in the fields 
of real-estate management, records management and procurement, and property 
management, and provides administrative services for the overall Office of the 
Secretary and departmental service operations in the District of Columbia. 

These functions are divided into five divisions; namely, Procurement and 
Property Management, Records Administration, Real Estate, Administrative 
Services, and Service Operations. The Procurement and Property Management 
Division is a recent addition to this Office, having been transferred from the 
Office of Budget and Finance for the purpose of simplifying and improving opera- 
tions in our general departmental adimnistration. This transfer placed all 
administrative service management functions in one staff office, thereby estab- 
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lishing organizational uniformity at department and agency levels and one 
channel of liaison with the General Services Administration and other depart- 
ments on such matters. 

Real property management services.—On June 30, 1956, the Department held 
a total of 188,385,588.9 acres of land, the total value including improvements 
thereon amounting to approximately $730,200,000. The department occupies 
1,513,428 square feet of space in the District of Columbia and approximately 
15,270,000 square feet of space in the field. The following are illustrative of 
the scope of the staff assistance and services provided toward the management 
of these holdings. 

(a) Real property review.—In response to a joint directive from the Admin- 
istrator of General Services Administration and the Director of the Bureau of 
the Budget, this Office assisted in a detailed review of the utilization of real 
property under the jurisdiction of the Department. Particular emphasis was 
given to the disposal of excess real property. During 1956, 13 properties costing 
$190,000 were reported excess and 245 properties costing $1,488,239 were dis- 
posed of under authority delegated to the Department by the General Services 
Administration. An example of the property reported excess was that of the 
Soil Conservation Service State headquarters building in Oklahoma City which 
became excess upon the completion of the consolidated office project at Still- 
water, Okla. The largest single disposal under delegated authority was 71 
buildings at Fort Robinson, Nebr. 

(b) Real property reporting.—The Office is responsible for the report to the 
yeneral Services Administration of the Department’s real property holdings 
in the continental United States. This report was further amplified during 
1956 by a supplement showing the holdings in Territories and foreign countries. 

This Office also spearheaded the report of real property assets of the De- 
partment required by the House Committee on Government Operations, and 
participated in discussions with that committee on proposed future revision of 
the report and its establishment on an annual basis to include the fair market 
value of lands withdrawn or reserved from the public domain. 

(c) Real property accounting.—Preliminary plans have been made to estab- 
lish departmentwide guidelines for real property accountability, providing for 
the inclusion of costs of real property under general ledger accounting. 

(d) Lease-purchase space program.—tThe Office has cooperated with the Gen- 
eral Services Administration on plans for new construction projects under the 
Purchase-Contract Program (Public Law 519, 83d Cong.). Requests were filed 
for space requirements in 47 proposed projects during the fiscal year and de- 
tailed plans reviewed for space assignment in buildings planned at Albuquerque, 
N. Mex.: Council Bluffs, Iowa; Green Bay, Wis.; Rock Island, Ill.; and Kansas 
City, Kans. 

(e) Consolidated housing.—A new building was erected under lease from the 
Oklahoma Agricultural and Mining College, Stillwater, Okla., to house the 
State offices of the agricultural stabilization and conservation committees, 
Farmers’ Home Administration, Federal Crop Insurance Corporation, Soil 
Conservation Service, and the Office of the General Counsel. 

(f) Staff assistance and services.—This Office assisted in the preparation of 
preliminary plans and estimates for new buildings needed by Department agen- 
cies, ineluding the animal disease laboratories for presentation to the Bureau 
of the Budget and to the Congress. 

The Department’s comments and recommendations on the contents of the 
second Hoover Commission report on real property management was prepared 
under the direction and guidance of this Office. 

Assistance is being provided to the departmental committee concerned with 
formulating a construction plan covering the needs for agriculture buildings on 
a long-range basis. 

(9) Space management and liaison.—The Office continued to provide liaison 
with the General Services Administration and the Post Office Department on 
policy and specific space problems, such as the discussions and reviews of the 
propriety of reimbursement requested by General Services Administration for 
space and services furnished. 

A detailed review of space utilization of the Plant Industry Station at Belts- 
ville, Md., made available some 13,600 square feet of space for the use of Agri- 
cultural Research Service and Agricultural Marketing Service at that location. 
This review was coordinated with moves in the Department of Agriculture 
Building in Washington, required in connection with closing of laboratories in 
the east wing of the Administration Building. It was also necessary to obtain 
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additional space in the auditor’s building and Escanaba Hall from General 
Services Administration to take care of increased space needs of Department 
agencies in Washington. 

Records manugement services.—During most of the year particular emphasis 
was given by the agencies and this Office to forms and correspondence manage- 
ment, partially as the result of a survey being conducted by the National Archives 
and Records Service of the General Services Administration at the invitation 
of the Secretary. Some progress was also made in reports and directives manage- 
ment through closer supervision over reporting procedures and more effective 
controls over distribution of directives. 

The records disposition program, and wider application of records control 
schedules, resulted in the disposal of large quantities of records by either de- 
struction or transfer to Federal records centers. This brought about the release 
of filing equipment and space for other purposes. During the year 33,372 cubie 
feet of records were transferred to Federal records centers and other agencies ; 
and 104,517 eubie feet were disposed of under existing schedules. Throughout 
the Department, as of June 30, 1956, 9.65 percent of the records were considered 
to be permanent. 

The review program gained momentum during the year and achieved top rank- 
ing notice in the management field. During the year the records management 
practices in 72 Department oflices in 18 cities were reviewed. Each review con- 
tains the findings of the records analysist, the recommended action on these 
findings, and a request that the office visited report on the action taken as a re- 
sult of the review within 60 days from date of release of the reports. The re- 
ports on immediate benefits derived from the reviews have demonstrated the 
worthwhileness of this program. 

Liaison relations with the National Archives and Records Management Service, 
General Services Administration, continued to make a valuable contribution to 
the overall records management program. The Office worked closely with the 
GSA in promoting among departmental field offices a series of 2-day records 
management clinics held in key cities throughout the United States. 

Procurement and personal property management services.—A major revision, 
based upon changes in statutory requirements and a study of problems en- 
countered in contract administration, was made in the administrative regulations 
on contracting; and much of the text on both contracting and purchasing was 
rearranged to provide a more practical breakdown between these two categories. 

The Office continued to give aid to the agencies in their contracting work, in- 
cluding (1) the development of contract specifications more responsive to agency 
needs, (2) the development of contracts negotiated pursuant to the Research and 
Marketing Act, and (3) the development of construction and special contracts in 
connection with the completion of the Plum Island Animal Disease Laboratory. 
To accommodate agencies having a need therefore, the Office solicited bids and 
awarded a total of 46 contracts during the vear. 

The Office obtained authority from GSA for the Forest Service and the Soil 
Conservation Service to negotiate contracts covering specific phases of their pro- 
grams, including (a) management consultant services for the Forest Service, 
especially in the field of administration, organization, and scientific methods, 
and (6) for professional engineering services for both agencies to facilitate con- 
struction of roads, trails, bridges, dams, channels, silting basins, etc. In dele- 
gating this authority to the agencies, this Office developed with the agencies 
uniform policies and procedures necessary for negotiating contracts. 

In the area of Federal specifications and standards, cooperative activities with 
the General Services Administration continued to be active. They embraced the 
several broad categories of Federal specifications on foods submitted to the 
agencies of the Department, in addition to which there were submitted to the 
agencies for review 397 proposed, or revisions of, Federal specifications, 12 pro- 
posed Federal standards and 10 other special assignments. Also, 21 proposed 
commercial standards and simplified practice recommendations, submitted by the 
Department of Commerce, were referred to appropriate agencies for review and 
comments. 

An agreement was entered into between the Department and the Small Busi- 
ness Administration whereby it was agreed, under authority of the Small 

susiness Act of 1953 (Public Law 163, 83d Cong.), to set aside appropriate pro- 
curements in whole or in part, for small business competition only; the Small 
Business Administration to be afforded an opportunity to screen procurements 
valued at $1,000 or more at major procurement offices. The Office participated 
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on the SBA committee to revise the definition and size standards of “smal 
business.” Staff members are cooperating in the joint Commerce-Small Business 
Administration sponsored meetings being held throughout the country to acquaint 
small business concerns with how they may sell to the Government. A pamphlet 
“Selling to USDA” was developed by the Office and has been published to assist 
business, particularly small business, in selling to the Department. 

During the year, the area committees in the field, and this Office in Washing- 
ton, facilitated redistribution of excess property having an acquisition cost in 
excess of $833,000, which is about 16 percent of the total acquisition cost of all 
excess property reported by Department agencies. 

As of June 30, 1956, the Administrator of General Services Administration 
had issued determinations to establish interagency motor vehicle pools in 12 
areas, including the metropolitan area of Washington, D. C. Approximately 329 
Department of Agriculture vehicles were transferred to the General Services 
Administration for inclusion in these interagency pools. Studies were in prog- 
ress in 10 other areas throughout the United States as of June 30, 1956. 

Administrative services.—Increased personnel classification authority was 
delegated to the Division, and responsibility for phases of personnel training, 
job evaluation, career development, and recruiting were clarified. Leadership 
and coordination were provided in formulating new regulations to effect an 
orderly committee management program. 

Service operations.—During the fiscal year 1956, several pieces of new printing 
and bindery equipment were purchased for the Department’s central printing 
plant. At the same time the Joint Congressional Committee on Printing re- 
classified the printing plant from class A to class B. Organizational changes 
were made within the Division to insure the most effective utilization of the new, 
high-production equipment. 





5. Regulatory hearings and decisions 

The activities “Regulatory hearings and decisions,” includes the work of the 
Office of Hearing Examiners, as well as the functions of the judicial officer and 
his staff. The Office of Hearing Examiners holds hearings, makes reports, rec- 
ommends decisions, and performs such related duties as may be required by the 
Administrative Procedure Act and the statutory provisions, regulations, and 
rules of practice applicable to various matters under their jurisdiction. A 
comparison of the number of hearings held by the hearing examiners under the 
various acts during the fiscal year ending on June 30 of each year since 1950 is 
shown in the following table: 


Laws involved 1950 1951 1952 1953 1954 1955 1956 





Agricultural Marketing Agreement Act_-..-. 79 64 69 63 103 68 65 
Commodity Exchange Act___.__.-- 5 1 1 4 10 4 1 
Packers and Stockyards Act. _- ll 12 36 5 7 4 9 
Perishable Agricultural Commodities Act 2 2 5 1 3 5 7 
Sugar Act E 2 2 2 2 4 7 8 
Warehouse Act._..__. ; B vive | ; | i 
Market inspection of farm products 1 1 | 6 | 2 
Federal meat grading : 1 
} ~ -| -—- -——-- — —— 
cal a thle Ni hacer i 100 Sl 114 | 76 127 94 93 


There were 10 cases disposed of by consent orders or by default in which 
reports were made and filed. These reports are similar to the reports required 
in cases in which hearings are held and consist of a statement of the case, 
findings of fact, conclusions and a proposed order. Many conferences were 
held with a view toward satisfactorily solving the difficulties existing between 
the State of New York and the State of New Jersey in relation to the marketing 
of milk. Based upon the information obtained at the conferences, a formal 
hearing was called on June 18, 1956, which has not been completed to date. 
Two other important hearings affecting producers of milk were held in Phila- 
delphia and Boston. 

The judicial officer renders final administrative decisions in regulatory pro- 
ceedines of a judicial or quasi-judicial nature. During the past fiscal year the 
judicial officer issued 423 decisions and orders as follows: Agricultural Market- 
ing Azreement Act, 22; Commodity Exchange Act, 7: Grain Standards Act, 5: 
Packers and Stockyards Act, 72; and Perishable Agricultural Commodities Act, 


iz 
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317. In addition, the judicial officer held oral argument in 8 proceedings as 
follows: Agricultural Marketing Agreement Act, 2; Commodity Exchange Act, 
2; Packers and Stockyards Act, 3; and Perishable Agricultural Commodities 


Act, 1. 


Mr. Wuirren. We will be glad to have your general statement, Mr. 
Roberts. 


GENERAL STATEMENT OF ADMINISTRATIVE ASSISTANT SECRETARY 
or AGRICULTURE 


Mr. Roserts. Thank you, Mr. Chairman. 
Perhaps before beginning the statement I might introduce our 
witnesses because there are some new faces. 

On my right is Mr. Ernest Betts, our new Director of Personnel. 
You will remember that Mr. MacHenry Schafer passed away a few 
months ago; he was before the committee a year ago. Mr. Betts has 
succeeded him. 

And on Mr. Betts’ right is Mr. G. Osmond Hyde, who succeeded 
Judge Gifford as Chief Hearing Examiner, Judge Gifford having 
retired. 

I think you know the gentlemen on my left, Mr. Berger, Mr. 


Wheeler, and Mr. Mangham. 
Over at the rear is Mr. Joseph Loftus, who is the head of the new 
Office of Administrative Management that I will mention during my 


statement today. 
BIOGRAPHICAL STATEMENTS 


Mr. Wuirren. Before you proceed with your statement, Mr. 
Roberts, we will place into the record the biographical statements 
that have been prepared on Mr. Betts, Mr. Hyde and Mr. Loftus. 
(The material referred to follows :) 


Mr. Ernest C. Betts, Jr. was appointed Director of Personnel of the Depart- 
ment on December 2, 1956. He succeeded Mr. MacHenry Schafer who passed 
away April 20, 1956. 

Mr. Betts is a native of Wisconsin. He was raised on a farm and was educated 
in the elementary and high school of Sparta, Wis. He received his advanced 
education at the Vernon County Normal School, Viroqua, Wis., and the State 
Teachers College at Platteville, Wis. From 1934 to 1989, he served as a teacher 
and principal of rural and State graded schools of Wisconsin. 

Mr. Betts entered the Federal service in the Soil Conservation Service in 1939, 
where he held various administrative posts until July 1943. During this time, 
he performed a variety of personnel functions, including those connected with 
employee relations, wartime manpower controls and recruitment. In July 1943, 
Mr. Betts went to the Department’s Office of Budget and Finance as budget exam- 
iner and Assistant Chief of the Estimates and Allotments Section. Warly in 
1946, he was named executive assistant to the USDA Librarian, in charge of all 
management and administrative functions, including personnel activities. Mr. 
Betts served in this capacity until September 1950 when he transferred to the 
Department of State, first as chief of its Estimates Branch in the Division of 
Budget. In 1952, he served as attaché for administration in the United States 
tmbassy, Beirut, Lebanon. In addition to directing the Embassy's adminis- 
trative and personnel programs in Lebanon, he developed organization and 
personnel requirements for this country’s foreign-aid program in Pakistan. 
Early in 1953, Mr. Betts was appointed to the Technical Cooperation Administra- 
tion as assistant controller, his work was concerned not only with the agency’s 
financial management but also its staffing activities and personnel resources. 
Mr. Betts served as an Assistant to the Secretary since November 1953 as part 
of the Secretary’s immediate staff. 
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BroGRaPHY STATEMENT FOR ERNEST C. Betts, Jr. 


BioGRAPHY STATEMENT FOR G. OSMOND HypE 


G. Osmond Hyde was appointed Chief Hearing Examiner for the Department 
on October 31, 1956. He succeeds Mr. Glen J. Gifford who retired. 

Mr. Hyde is a native of Idaho. He attended elementary school in Idaho and 
high school in Salt Lake City, Utah. He enlisted in the Army during World 
War I and served in France. Following his discharge from the Army in 1919, 
he taught school in his home town during one school season and then accepted 
the call of his church to perform missionary work in Great Britain, where he 
served during 1921, 1922, and part of 1923. He entered George Washington 
University Law School in Washington during the summer of 1923 and received 
his bachelor’s degree in June 1926. He is a member of the bar of the Supreme 
Court of the United States, the United States Court of Appeals for the District of 
Columbia, and the Supreme Court of the State of Idaho. 

He commenced his career in the Federal service in the fall of 1923 as an eleva- 
tor conductor in the House of Representatives Office Building. 

During the years from December 1923 to September 1933, he was employed in 
the Office of the Alien Property Custodian, first as a claims examiner and then 
as an attorney. 

From 1934 to 1944 he served as an attorney in the Office of the Solicitor of the 
Department of Agriculture. In 1945 he was Chief Counsel of the Special Com- 
mittee To Investigate Food Shortages, set up by the House of Representatives. 
Later that year, as a special assistant to the Attorney General, he went to Japan 
where he served a little more than 1 year as an associate prosecutor in the trial 
of the major Japanese war criminals. 

From 1947 until August 1953 he was a consultant to the market administrator 
of the order regulating the handling of milk in the New York metropolitan 
marketing area. In August 1953 he was appointed a hearing examiner in the 
Department of Agriculture. 


BIOGRAPHY STATEMENT FOR JOSEPH FP. Lortts 


Mr. Joseph P. Loftus was appointed Acting Director of the new Office of Ad- 
ministrative Management established pursuant to Memorandum No. 1409 issued 
by Secretary Ezra Taft Benson on January 7, 1957. 

Mr. Loftus was born in Ohio and during his youth lived in Arkansas and 
Kansas. He was graduated from St. Mary’s College, Kans., in 1925. He later 
engaged in advertising and publicity work in New York and Chicago. Between 
1928 and 1935, he was in the securities brokerage business in Chicago. 

Upon entrance into the Federal service in 1936, Mr. Loftus was employed by 
the General Accounting Office for 1 year (1936-37), the Social Security Board 
for 7 years (1937-44), and by the Office of Budget and Finance in the Department 
of Agriculture for 12 years (1945-56). His activities have included experience 
in auditing, Federal-State administrative relationships, budget and management 
analysis. Prior to his present position, he headed the fiscal management staff 
in the USDA Office of Budget and Finance. 

Mr. Loftus received a Superior Service Award from the Department in 1956, 
being cited “for exemplary performance and outstanding accomplishments in the 
field of administrative management engineering, planning, and analysis.” He is 
a member of the American Society for Public Administration and currently Chair- 
man of the Inter-Agency Organization and Methods Conference in Washington, 
D. C. 

Mr. Roserts. Mr. Chairman and members of the committee, we 
appreciate this opportunity of discussing with your committee the 
estimates for 1958 for the Office of the Seer retary, including the activi- 
ties of Personnel Administration, Budget and Finance, General Oper- 
ations, Regulatory Hearings and Deci isions, and the National Agri- 
cultural Advisory Commission. 
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PROPOSED INCREASES FOR 1958 


Excluding the special provision to meet retirement costs pursuant 
to Public Law 854, 84th Congress, the budget estimates for 1958 pro- 
pose an increase of $61,940 over 1957, ‘The increase is distributed as 
follows: 

For the immediate office of the Secretary, $29,390. Of this sum, 
$18,225 is to strengthen stenographic assistance, meet increased costs 
of printing and reproduction work, and provide for minimum annual 
operating needs of the office. This includes two additional stenog- 
raphers to meet effectively the workload there. ; 

At the present time, we have 1 girl on detail from 1 of the agencies, 
CSS, in an effort to keep the work current. Her services are required 
on 2 continuous basis, and we feel, therefore, that her salary should be 
paid from the funds appropriated to the Office of the Secretary. _ 

Other stenographic assistance is needed to provide additional help in 
the immediate office to the executive assistant in the multitude of re- 
sponsibilities of his office. The present limited staff, though very 
capable, has great difficulty keeping abreast of the work and getting 
it out promptly. The character of the work is such that it must be 
handled expeditiously. Currently there is an undue amount of over- 
time, and from time to time delays have occurred in getting the work 
out promptly. 

I think it would be interesting to the members of the committee 
to know that in that little group in 1956 we had 203 days of over- 
time in stenographic assistance. That accounts largely for the re- 
quest we have here today. 

Incoming mail, that is, mail addressed directly to the Office of the 
Secretary, has to be handled at least in the first instance by this 
group. Iam speaking now of just mail that is addressed to the Office 
of the Secretary, not to the Department generally. It has increased 
88 percent in 1956 over 1955. 

‘ahora costs of miscellaneous supplies, office equipment, print- 
ing and processing, have made it necessary to defer action on needed 
items essential to continued effective operations. 

During the past several years, the office has had to absorb numerous 
increases in operating costs, including group life insurance, increased 
travel costs under the Travel Expense Act—the increase in the per 
diem rate—and security investigations, without offsetting increases 
in the appropriation. These increases in operating costs have placed 
serious limitations on the ability of the office to discharge its responsi- 
bilities efficiently. 

I have before me figures on a few of these increased costs in 1956 
which we have had to absorb without any increases in funds to pro- 
vide for them. 

Group life insurance premium costs for the Office of the Secretary 
amounted to about $7,000. Security investigations cost us $6,850. The 
increase in the per diem rate was about $3,500. And the increased cost 
of printing and reproduction work was $4,400. We made a study of 
the latter, and found that the increases in wage board rates—where 
much of this work is done—and salary increases since 1924, amounted 
to 20 percent; paper, materials, and supplies increased 35 percent. 
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TRAVEL EXPENSES 


Mr. Wuirren. Mr. Roberts, what is the travel expense cost of the 
Office of the Secretary ? 

I ask that because we have such a terrific time reaching the Secre- 
tary, and I hear that he is out of town nearly every time that anybody 
wishes to see him. 

You might give us the figure for 2 years, to see what the increase is; 
for 1955 and 1956. 

Mr. Roserts. Mr. Chairman, I have here the figure for 1956, and 
an estimate for 1957. 

For 1956, for the Immediate Office of the Secretary 
the Under Secretary, a Assistant Secretaries, and the staff mem- 
bers—the figure is $40,7! i$ 

For 1957, “the estim: hs is Dei »,605. 

The estimate for 1958 is $3 8.605. 

Mr. Wuirten. I realize I am interrupting you, but I wonder if it 
would not be better to question you about different points as you raise 
them, rather than wait until you have completed your entire statement. 

Mr. Roserts. That’s all right, Mr. Chairman. 

Mr. Wuitren. Other Members of the Congress say that since we 
raised the per diem to $12 per day for travel expense, and I do not 
have reference now just to the Secretary’s Office, but to travel through- 
out the other departments—I am quoting other subcommittee chair- 
men with whom I have met recently—that the travel cost has gone up 
not only because of the change in the per diem rate from $9 to $12, 
but because now that the traveler could break even at least, the desire 
to travel has greatly increased and travel throughout the agencies 
has gone up very much as a result of that. 

Have you had any occasion to observe that? 

Mr. Roserts. I do not believe that is the case, Mr. Chairman. Ob- 
viously, the increase in the per diem rate did make it possible for 
a number of people to travel who perhaps would have been less 
inclined to travel before because it was costing them money out of 
their own pocket. 

We are rather proud in the Department of Agriculture of the way 
we control travel. When the rate was increased to $12, we did not 
authorize an across-the-board increase in per diem rates. We still 
required that the travel per diem rate allowed in any given case be 
measured in terms of what the actual costs may be, and asked that 
the agencies keep records on actual costs as compared with per diem 
rates so that those rates could be adjusted from time to time. 

I think the Office of Budget and Finance has made some analyses of 
our travel. I will call on Mr. Wheeler in a moment to give you some 
of the details on it. 

It depends on the character of the travel. If you have travel, such 
as Mr. Hyde and his staff have, where they are going into the larger 
metropolitan centers, they must of necessity stay in downtown hotels, 
in the vicinity of the site of the hearing; those men I do not believe 
are breaking even on $12; it is costing them money from their own 
pockets. 

That is true of many employees whose travel needs are limited to 
the large cities. When you get out into the rural areas, obviously 
travel expense is less, and in those cases I think the some in the 
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Department are making a sincere effort to keep per diem down to a 
rate which will reimburse the traveler, but at the same time will not 
result in any substantial windfall to him. 

Do you have figures, Mr. Wheeler, that indicate where we stand 
on this point ? 

Mr. Wuee ter. With respect to average per diem allowed, the figures 
show that over the years the majority of the di ys of travel have been 
less than the maximum rate, whatever that was, whether it was $6, 
or later $9, or, more recently, $12. For the latest completed fiscal 
year, 1! 956, the aver age per diem paid was $7.78. 

As I remember it, approximately 9.3 percent of the travel performed 
in 1956 was at the maximum rate of $12. 

I have the distributions in the other per diem rate groups. 

Mr. Wairtren. I think you might put that in the record, Mr. 
Wheeler. 

(The material referred to follows:) 


U. S. DEPARTMENT OF AGRICULTURE 


Per diem allowance, fiscal years 1947-56—Mazimum allowable and average paid 


Maximum Average per Maximum Average 
Fiscal year per diem diem paid Fiscal year per diem diem paid 
allowable allowabk 
sos7... . $6 $4.92 || 1952___- i $9 $6. 41 
1948... 6 5. 06 1953 i 9 6. 63 
1949... 7. +2 6 5. 30 peeeL Uke i Y 6. 72 
 * . 9 6. 28 1965. ... 9 6. 93 
ee 9 6. 23 1956... - ‘ 12 7.78 


Per diem allowance, fiscal year 1956—Number of days by rate groups 


Rate group Number Percentage 








of days of total 
$5 or less 247, 421 18.1 
$5.01 to $6 5.1 
$6.01 to $7 10.4 
$7.01 to $8 23.1 
$8.01 to $9 20.3 
$9.01 to $10 7.7 
$10.01 to $11 5.7 
$11.01 to $11.99 3 
$12 9.3 
TORN ei3s-2566 e Phe exist 1, 370, 048 


| 8 
16 


MAIL HANDLING PROCEDURE 


Mr. Wuirren. As long as we have broken into your prepared state- 
ment, Mr. Roberts, I would like to ask you about the handling of mail 
within the Department of Agriculture. I have had experiences 
through the years where I have written the Secretary, and it has been 
where I am sure the Secretary wished to contact me, where we had 
talked about the subject on the phone, and it has taken almost a week 
from the time a letter left my office until it was actually received by 
the Secretary. 

Other members say they have the same experience and some have 
indicated to me that it is because once it gets into the Department, you 
have a slack means of routing your mail. 

87767—57—pt. 3——17 
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The mail I am referring to are letters to the Secretary’s Office, 
which I would presume would probably have precedence over other 
mail. ; 

I know of numerous people in the Department of Agriculture who 
maintain private boxes at their own expense in the city post office so 
that they get the mail and have 2, 3, or 4 days of extra time to go over 
it and work out their own problems. 

I wonder if you have made a survey of your mail-routing system in 
the Department to see how much time it would take from the time 
mail arrives there until it is received by the person to whom it is 
directed. 

Mr. Rozerts. Mr. Mangham, would you like to review for us how 
the mail is handled in the Department mail room? 

Then, when Mr. Mangham is through I would like to have Mr. Betts 
say a word or two because before he assumed his present role one of 
his responsibilities was to see that the mail which came in to the 
Secretary, addressed to the Secretary, and which required the signa- 
ture of the Secretary or one of the Assistant Secretaries or the Under 
Secretary was handled expeditiously. 

My experience has not been what yours has been. I may have an 
explanation for one of the difficulties you mentioned. First of all, 
congressional mail is given special attention. 

When it comes in, Mr. Betts, the congressional mail goes in to the 
Secretary personally, does it not ? 

Mr. Berrs. Yes. 

Mr. Roserts. Then it is routed out by the Secretary’s staff to the 
appropriate Assistant Secretary, the Under Secretary or the person 
on the Secretary’s staff who has a responsibility for the subject matter. 

My experience with mail that is handled in that way would indicate 
that you usually get the mail within 24 to 48 hours after it is dated, 
in the office from which it was sent; and usually, I would say, within 
24 hours of the time when it is logged in and registered in the Secre- 
tary’s Records Section where a record is kept of when it came in and 
to whom it was routed. 

Mr. Mangham, would you like to give us some idea about the central 
Department post-office operations / 

Mr. Manenam. All of the mail coming into the Department comes 
from the central post office. It arrives during the early morning 
and up to until about 2:45 p.m. We have two employees come on 
at 7 o’clock in the morning. They start distributing the mail. All 
of the mail is distributed to sacks for the agencies and the agency 
messengers pick it up at our central post office about every hour, 
depending upon the size of the agencies; but all of the congressional 
mail, which is normally for the Secretary’s office, goes by tube system 
from the post office straight across to the Administration Building 
and into the Secretary’s records section there. Then it goes straight 
up to the Secretary’s office. 

Now, it is quite possible that mail coming in on Friday would 
catch the weekend and would be delayed, but I frankly have not had 
such a case called to my attention. 

Mr. Wuirren. I wish you would make a survey of your agencies 
and see if they find it as you describe it. I am serious when I say that 
some employees maintain, at their own expense, boxes where they can 
get their mail. 
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Mr. Berts. Mr, Chairman, could I discuss that? The congressional 
mail addressed to the Secretary is the part that we call the controlled 
mail. As soon as it arrives, there is a control number stamped on the 
particular piece, so that we can track it down if necessary. 

Routine mail referred from your office, such as if a constituent has a 
problem, would be handled and sent directly to the agency where the 

roblem was located. 

On that mail which requires the Secretary’s personal attention or 
that of a member of his staff it would be routed directly to the Secre- 
tary’s office immediately on receipt. 

As Mr. Mangham said, frequently the Monday morning mail can- 
not be distributed physically until late Monday afternoon and some- 
times not until Tuesday, because we do get a real flood over the 
weekend. 

Mr. Roserts. We will make a survey of that, Mr. Whitten, because 
I am a little amazed at what you say about both phases, as a matter 
of fact. 

I see no reason, really, for employees having boxes outside the De- 
partment to receive official mail. The mail clears the departmental 
mailing room every day. 

Mr. Wuirten. I wish you would check with your agencies and 
departments. I know we all want to improve the service if there is 
any way to do so. Even if you figure it is fairly good you can still 
improve it. I believe if you ask for a straight from the shoulder 
report from your folks it might help. 

Mr. Maneuam. May I add one point. This weekend, Friday, will 
be a holiday and we do bring in two men on Sunday to distribute the 
mail that gathers over Friday and Saturday to speed up the distri- 
bution. 

Large agencies like Commodity Stabilization Service and Agricul- 
tural Marketing Service and Agricultural Research Service have one 
large mail room of their own and then subrooms so that after the 
mail leaves our main office it has to clear their main mail room and 
through their subrooms before reaching the action desks. 

Mr. Wnhirren. Is that faster than having the Post Office Depart- 
ment send it in special sacks? Rather than bring all the mail to a 
central point and take a couple of days to bring it to these big agencies, 
would it be better to let the Post Office expedite it by sending it di- 
rectly to the sections? 

Mr. Mananam. There has not been a survey run on that to my 
knowledge in about 31%4, years. The agencies like Agricultural Market- 
ing Service, Agricultural Research Service, and Commodity Stabili- 
zation Service are large within themselves. It is not the delay going 
from the main post office in Agriculture to their agency mail rooms. 
It is after it gets within the agencies that reaching the proper people 
to handle the mail that causes delay. 

Mr. Wnhirren. I appreciate this information and hope you will 
look info it. 

Mr. Roserts. Thank you. We will. I am sure our objective is 
the same. 

RURAL DEVELOPMENT PROGRAM 


The remainder of the $29,390 consists of $11,165 to provide overall 
coordination and leadership of the rural development program. The 
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rural development program which has been inaugurated on a pilot 
or demonstration basis in 24 States, is an attempt to concentrate all 
appropriate Government services, both Federal and State in support 
of local leaders who themselves decide the approach that will be made 
to area economic and social problems in low-income rural areas. Most 
States participating in the program have now formed committees 
representative of Government and private agencies which are direct- 
ing the work, These State-level committees are paralleled in program 
counties and areas by organized groups of farm, business, and civic 
leaders and Government agency represent: tives, 

If this job is to be done effectively, it is imperative that an indi- 
vidual be assigned full-time in the Office of the Sec retary of Agricul- 
ture to provide departmental leadership and to coordinate the various 
activities that have a responsibility for, or an important influence on, 
the program. 

Such an individual is needed to work with the States in formulating 
sound development projects and counseling on special problems. As 
the chairman of work program committees within the Federal Gov- 
ernment, he could also bring together those agencies with important 
services to contribute and assist in the development of the Federal 
phases of the program as an integrated whole. He would provide 
general guidance on measures to perfect and improve the program and 
serve to make periodic evaluations of its progress nationwide. The 
need for such a coordinator is recognized both inside and outside 
Government. The National Grange, for example, has commented 
publicly as follows: 

In the opinion of this organization, a capable administrator with broad execu- 
tive power is needed to promote the rural development program to assure rapid 
coordination between the agencies responsible for the success of it. 

The 1957 budget proposed funds for this full-time program coor- 
dinator in the sum of $19,995. 

However, only a part of the funds were provided, about $9,500. 
This has resulted in the necessity of staffing the position on a part- 
time basis, using personnel of the Office of the Secretary who had 
other responsibilities. Therefore, during fiscal year 1957 it has been 
possible to assure only limited coordination and advisor y services for 
the States that have inaugurated the program. 


OFFICE OF PERSONNEL 


For the Office of Personnel there is an increase of $3,100 for addi- 
tional expenses of the honor awards program. The Department en- 
courages all employees to participate in the common task of improving 
efficiency, economy, and effectiveness of the Department’s operations. 
In recognition of outstanding achievements, contributions, and accom- 
plishments, the Department, on a selected basis, bestows honorary 
awards on deserving Department employees. As you know, this pro- 
gram is held at the Sylvan Theater, on the Washington Monument 
Grounds each year. The awards consist of distinguished and superior 
service awards granted on an individual or unit citation basis. Medals 
or plaques and lapel emblems and certificates, are presented to em- 
ployees in recognition of their achievements. This program is the most 
significant of the employee incentive awards programs we have in the 
Department of Agriculture. The cost of this program is divided into 
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two parts: (1) The cost of the program and ceremony itself, and “ 
the cost of medals, plaques, certificates, and related supplies, et cetera 
which is approximately $3,100 each year. 

We have been trying to absorb the cost of this program within exist- 
ing funds and the Office of Personnel has provided $2,400 to pay the 
costs of the programs and ceremony, such as art w ork, temporary in- 
stallations of a public-address system, folders, and engraving. Since 
the initiation of the program, it has been possible to “absorb the cost 
of the medals, et cetera. However, the funds originally set aside for 
this purpose are not adequate to meet the total cost and we are pro- 
posing here an increase of $3,100 to pay for the medals, the emblems, 
the boxes they come in, the plaques, the certificate supplies, the length: 
of-service emblems, and for the printing of certificates all of which 
runs about $3,100 a year. 


HEARING EXAMINERS 


For the hearing examiners, $25,700 is urgently needed to meet ade- 
quately existing ‘costs of the hearings which they conduct, and to 
enable them to assume additional respons sibilities. This consists of 
$21,200 for field hearings on appeals arising from the work of the 
Forest Service. 

This is a new type of hearing that we propose to get into beginning 
July 1, if these funds are provided. 

Under existing regulations persons or organizations may appeal a 
decision made by a Forest Service official in connection with the work 
of the Forest Service. For example, a permittee may wish to appeal 
a decision of a Forest Ranger on matters affecting a use permit or 
8 grazing permit. Or a timber purchaser may wish to appeal a deci- 
sion by a Forest Service official with respect to a timber sale. The 
line of appeal is the forest supervisor, the regional forester, the Chief 
of the Forest Service and eventually the Secretary of Agriculture. 
Under present procedure the appellant is afforded an opportunity to 
present his case at a hearing. But these hearings are informal in 
nature and usually consist merely of the appellant either sitting down 
with the Forest Service officer and presenting his side of the case 
orally or submitting his case in writing. The hearing is entirely 
ex parte. The Government’s side of the case is not presented but is 
submitted in writing to the reviewing official. 

The appellant has no opportunity to see it, to consider it, or to pre- 
pare a response to it. Therefore, the decision of the officer before 
whom the appeal is heard is not based entirely on the record of the 
hearing. 

It is believed desirable to provide for a formal type of hearing on 
appeals to the Chief of the Forest Service from decisions of the 
regional foresters. These hearings would be upon the written request 
of the appellants with respect to certain matters affecting the national 
forests, in which the appellants have or are seeking a contractual 
relationship with the Government. The record of these hearings 
would contain all the testimony and evidence of the case for both 
sides, and the decision of the Chief of the Forest Service would be 
based solely on the record as presented at the hearing. 

I want to make it clear that until the case is appealed to the Chief 
of the Forest Service existing procedure would continue. But when 
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an appeal is made to the Chief of the Forest Service we would have 
a hearing in which both the Government and the appellant presented 
their side of the case. The case would be considered de novo, and 
the record from that hearing would then go to the Chief of the Forest 
Service for his determination. The same record would be used by the 
Secretary if the appellant should appeal from the decision of the Chief 
of the Forest Service. The usual rules of evidence would apply. 
Because of the importance of such hearings it is essential that the pre- 
siding officer be qualified to conduct the hearings and have no previous 
knowledge of or relationship to, any of the facts or allegations of the 
case. The proposed increase w ould provide for the salary of an addi- 
tional hearing examiner, necessary secretarial assistance, and miscel- 
laneous expenses. 

Based on the record of hearings that have been held in the past, 
we estimate that there will probably be as many as 20 to 25 of these 
appeals in 1958 and that they might require 8 to 10 days, on average, 
per hearing. What will happen in future years we cannot now say. 
I think it will depend entirely on the reaction of the users of the 
national forests to Pe new procedure. 

Mr. Chairman, I do not like to belabor this question of hearing 
examiners, but we are in a critical situation regarding it and I would 
like to lay the whole record before the c ommittee for your information. 
In this estimate in addition to the item for the hearing examiners 
that I have mentioned, we have an increase of $4,500 for additional 
travel and per diem expenses for the Office of Hearing Examiners. 
As you know, hearings are held in connection with the prescribing of 
new regulations and orders and on disc iplinary complaints filed by the 
Department or on petitions filed by private parties asking relief from 
some action of the Department. In order to best serve the agricul- 
tural interests involved, practically all hearings are held in or near 
the place where the parties reside or the commodity involved is pro- 
duced or marketed. 

Under the Administrative Procedures Act, hearings are required 
to be held under the following acts: The Agricultural Marketing 
Agreement Act, Perishable Agricultural Commodities Act, Ware- 
house Act, Sugar Act, Commodity Exchange Act, Packers and Stock- 
yards Act, ‘and Market Inspection of Farm Products. In the fiscal 
year 1954 there were 127 hearings held under these acts and the travel 
costs were $12,124. In fiscal year 1955 there were 94 hearings held 
with a travel cost of $10,634. In fiscal year 1956 there were 93 hear- 
ings held and travel costs were $11,406. From July 1, 1956, through 
January 31, 1957, there have been 68 hearings held and 25 hearings are 
scheduled through the early part of April 1957. 

It is anticipated that there will be at least 115 hearings held during 
the fiscal year 1957, and that travel and per diem costs for them will 
exceed $16,000. 

Mr. Wuirren. Did this come about because of any change in the 
law, or have people gotten more argumentative ? 

Mr. Roserts. As I proceed you will see our problem. We have 
more marketing orders in effect with more need for annual modifica- 
tion of them. We have more cases of appeal and we have had in this 
past year longer cases, as Mr. Hyde can tell you, cases that have ex- 
tended beyond anything we have experienced in past years. 
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Mr. Wnirren. This does not come about because of dissatisfaction 
with the Department’s overall agricultural policy ? 

Mr. Rozerts. No. I am sure that that is not the case, Mr. Chair- 
man. They are not that kind of complaint. 

On February 1, 1957, orders regulating the handling of milk issued 

ursuant to the A ericultur al Marketing Agreement Act, were in effect 
in 67 markets. Those are gradually increasing. 

Economic reasons usually require the consideration of at least one 
amendment to such orders each year, thereby necessitating hearings in 
the various markets. Those hearings sometimes are concluded in 1 
day but they usually extend 4 or 5 days, and many require 10 or more 
days. In addition to orders with respect to milk there are orders 
promulgated under the Agricultural Marketing Agreement Act with 
respect to various fruits “and vegetables. Approximately 10 or 12 
hearings on orders regulating the handling of these commodities are 
held each year; each of them often extends beyond 1 week. It is not 
possible to know precisely how much time each hearing held under 
the Agricultural Marketing Agreement Act will require. For ex- 
ample, on June 18, 1956, a hearing was commenced under this act 
involving the handling of milk in New York and New Jersey. That 
hearing has been in session 84 days and the matter is not concluded. 

During approximately 7 months, this 1 proceeding has occupied 

ractically the full time of 1 of the 5 hearing examiners on our staff. 
While that hearing has been going on the other 4 hearing examiners 
have had the burden of all the remaining work, and during that same 
period 1 of those 4 has been engaged in a hearing on milk in Philadel- 

hia that extended over 47 day: s. The costs involved in lengthy hear- 
ings can be illustrated through our experience with 11 hearings that 
extended through 237 days. Those 11 hearings cost a total of $4,643 
in travel and per diem 

The heavy demands on their time resulted in a loss of 282 hours of 
annual leave by the hearing examiners during the year 1956. 

Mr. Wuirren. I think it would be well to comment here that the 
Department, in my judgment, should give some thought to working 
out reasonable rules as to the length of these hearings for the future. 

Mr. Roserts. We will certainly do all we can. I am sure that Mr. 
Hyde and the General Counsel’s Office have explored the question and 
feel that we must under the law give ample opportunity for the presen- 
tation of the case. 

There is another problem about these hearings that we cannot con- 
trol, Mr. Chairman. That is anticipating when the hearings will be 
required. That presents a problem that is governed more by economic 
considerations and facts of a given case and a given area of the coun- 
try than it is by the amount of money that we have available to con- 
duct the hearings. In addition to the hearings that I have mentioned, 
the hearing examiners, each year, conduct proceedings under the 
Agricultural Marketing Agreement Act through which regulated 
parties seek to have their rights adjudicated. Then there are numer- 
ous hearings of a disciplinary nature under the Perishable Agricul- 
tural Commodities Act, the Commodity Exchange Act and the Packers 
and Stockyards Act. It is seldom that such “hearings can be con- 
cluded short of 1 week. Often they extend over 2 or 3 weeks and 
occasionally a greater length of time. 
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The agencies charged with administering and enforcing these acts 
have indicated to us that we can expect a substantially larger number 
of hearings during the balance of this year and in 1958 than have had 
heretofore and that is another reason why I am urging the need for 
these additional funds. The problem of the heavy w orkload might 
be alleviated somewhat, at least in 1958, by the appointment of this 
additional hearing examiner who would be appointed to take over 
the new Forest Service cases if we get the increase proposed in this 
budget. 

We would propose to handle that new examiner, however, as just a 
part of the regular hearing examiners staff. He would not be limited 
to Forest Service cases. He would carry his full share of the total 
workload in the office and would take such cases, whether they are 
Forest. Service cases or others, that would be most appropriate for 
him to handle at ee time. 

Mr. Wurrren. I asked you if this represented any changes in the 
law. I believe you stated that that was not the background. In view 
of your reference to this new Forest Service examiner, have you had a 
change in the forestry law or policies leading to more work in that 
field ¢ 

Mr. Roserts. No, the proposal grows out of our feeling, and a 
feeling on the part of the appelle nts, that our present proc edure does 
not afford them the opportunity for a full hearing and an opportunity 
to know the Government’s case and respond to it. 

Mr. Wuirren. As you know, I never have been able to see that this 
soil bank and acreage reserve contributed everything. I think it is 
going in the wrong direction. It is cutting our farm production 
down. Then we recently passed through the "House. against my vote 
may I say, payments to farmers not to graze cattle on “land that had 
no grass on it. I am told that in the last week or 10 days 2 Members 
of the Congress, 1 from the Senate and 1 from the House, have intro- 
duced a bill whereby the Government will pay these farmers who are 
renting grazing land from the Government not to graze cattle on the 
Government’s own land. 

It is not in that connection that you anticipate the need for this 
examiner, is it? 

Mr. Rosgerts. No, sir. Mr. Chairman, Mr. Wheeler has called my 
attention to the fact that there was a recent amendment to the Perish- 
able Agricultural Commodities Act relating to misbranding and to 
incre: sed restrictions on the issuances of licenses. 

It is expected by the program people that during the 1957 fiscal 
year the hearing examiners will be required to hold a total of 12 to 
15 hearings 1 in that connection, and I should modify my statement— 
the increase is due in small part by that change in legislation. 

However, it is not due to any changes in ‘legisl: ation that we are 
proposing the new hearing examiner for the Forest Service cases. 

In order to meet these needs that we cannot foresee, Mr. Chairman, 
we have transferred funds to the hearing examiners in the past 2 years 
for travel —— to conduct hearings that had to be scheduled with- 
in the year and for which their allocation was de pleted. We trans- 
ferred 31, 100 of such funds in 1955, $2,000 in 1956, and thus far this 
year—through savings that we have accumulated in the Office of Per- 
sonnel and the Office of Budget and Finance—we have transferred 
$8,000 which we hope will meet their needs between now and June 30. 
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As a matter of fact, I have had to tell Mr. Hyde that this must meet 
their needs and he is going to have to schedule hearings accordingly. 
He is up against a real problem because, when these hearings need to 
be held, and the people feel that they want a hearing immediately, it 
is pretty hard to say, “You are going to have to wait until next year 
because we have no funds for a hearing.” We are trying to meet it as 
best we can. 


NATIONAL AGRICULTURAL ADVISORY COMMISSION 


The estimate for this appropriation, Mr. Chairman, also proposes 
an increase of $3,750 to cover additional expenses for the National 
Agricultural Advisory Commission. The National Agricultural Ad- 
visory Commission is composed of 18 members who review national 
agricultural policies and the administration of farm programs, and 
make recommendations thereon to the Secretary of Agriculture. Of 
the members first appointed, one-third were for the term ending Janu- 
ary 21, 1955, one-third for the term ending January 31, 1956, and 
one-third for the term ending January 31, 1957. New members are 
appointed for a term of 3 years. They do not receive a salary. The 
amount appropriated in this item for the Commission is to cover travel 
and per ae costs only. Executive Order 10450 approved April 27, 
1953, established security requirements for Government employment, 
whether in an advisory capacity or otherwise. To comply therewith, 
it is necessary for the Department to order FBI investigations on all 
new members for which we must reimburse the Federal Bureau of 
Investigation. 

Mr. Wuirren. In view of some of the policies of the Department 
T have thought the FBI should investigate these advisers long before 
now. 

Mr. Roserts. They have been investigated, Mr. Chairman, since the 
Commission was established. 

Mr. Wurirren. I did not have reference to their personal back- 
ground and character. I had reference to their findings and advice. 

Mr. Rosertrs. We must reimburse the FBI for these investigations 
at the rate of $625 per case. Six new members are appointed each year 
and in order to provide the necessary funds for this purpose, an in- 
crease of $3,750 is required to cover this additional cost. 

The Executive Office of the President is paying these costs through 
1957, but with this proposed adjustment in 1958 in our budget, will 
cease paying for such costs. Thus, this adjustment in the budget is 
necessary for this purpose. 


ESTABLISHMENT OF OFFICE OF ADMINISTRATIVE MANAGEMENT 


Mr. Chairman, one action taken to strengthen and intensify manage- 
ment-improvement efforts in the Department will be of special interest, 
I think, to the committee. On January 7, 1957, Secretary Benson is- 
sued Memorandum No. 1409, Establishing an Office of Administrative 
Management. At the same time he issued in Memorandum No. 1410, he 
authorized a USDA Management Improvement Committee, which in 
an advisory capacity will encourage and facilitate sound management- 
improvement activities in the Department. 
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1 can put in the record not only copies of those two memorandums 
but also more detailed statements of the functions of this Office and of 
the committee, if you wish. 

Mr. Wurirren. You may have that included. 

(The information referred to follows :) 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 7, 1957. 


MEMORANDUM No. 1409 


ESTABLISHING AN OFFICE OF ADMINISTRATIVE MANAGEMENT 


There is hereby establised, as a Department staff office, an Office of Admin- 
istrative Management which, under the general direction of the Administrative 
Assistant Secretary, shall provide general direction, leadership, and coordina- 
tion in the fields of organization, work methods, and management in the Depart- 
ment, and assist officials of the Department in the development and planning of 
policies and programs with respect thereto. 

In carrying out its responsibilities the Office of Administrative Management 
shall— 

1. Initiate, and give leadership to, programs for improvement of manage- 
ment practices and work methods. 

2. Evaluate for the Office of the Secretary all matters concerning organiza- 
tion and placement of functional responsibility in the Department and its 
agencies, and advise Department and agency officials on the development of 
organizational policies and plans. 

8. Establish Department procedures and standards for the issuance of 
internal policy and procedural instructions, and maintain Secretary’s memo- 
randums and administrative regulations on a current basis. 

4. Plan and initiate programs in the field of paperwork management and 
stimulate and guide action in (a) forms, analysis, standards, and handling; 
(0) examination and evaluation of reports (other than those covered by the 
Federal Reports Act of 1942) ; and (c) correspondence matters and records 
management. 

5. Assist the Department’s committee management officer in planning and 
coordinating the Department’s committee-management program. 

6. Represent the Department in its relations with other Government agen- 
cies and committees of Congress on matters relating to the Department- 
wide functional responsibilities of the Office of Administrative Management. 

All functions, together with all personnal, property, records, and funds of 
the Office of Budget and Finance, the Office of Personnel, and the Office of Plant 
and Operations, used by those agencies in carrying out the work covered by the 
foregoing assignment of functions, are hereby transferred to the Office of Admin- 
istrative Management. The specific personnel, property, records, and funds so 
transferred shall be determined by the Administrative Assistant Secretary. 

All delegations of authority and authorizations heretofore granted to the heads 
of the named offices, together with delegations and authorizations issued by such 
heads, shall remain in full force and effect in the Office of Administrative Man- 
agement until revoked or altered by any action taken pursuant to the authority 
of this memorandum. 


Ezra Tarr Benson, Secretary. 





UNITED STATES DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., January 7, 1957. 


MEMORANDUM No. 1410 
USDA MANAGEMENT IMPROVEMENT COM MITTEE 
There is hereby established a management improvement committee, consisting 


of the Administrative Assistant Secretary (chairman), and the Assistant Ad- 
ministrator for Management, or other official who holds the primary responsi- 
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bility for management, in each of the Department’s agencies and staff offices. 
The committee shall serve in an advisory capacity in encouraging and facilitating 
sound management improvement activities in the Department of Agriculture. 
Staff services for the committee will be provided by the Office of Administrative 
Management. 

Ezra Tarr Benson, Secretary. 


OFFICE OF ADMINISTRATIVE MANAGEMENT 


Under the general direction of the Administrative Assistant Secretary, assists 
the Secretary of Agriculture in the development and planning of Department 
policy and programs, and provides general direction, leadership, and coordination 
of activities to improve organization work methods, and management in the 
Department. 

1. Management improvement.—lInitiates and gives leadership to programs 
for improving management practices and work methods in order to attain more 
economical and effective administration of the Department’s programs; studies 
and evaluates operating policies and procedures, with special attention to major 
management problems, and recommends constructive changes; directs particular 
attention to systematic development of work programs, simplification and stand- 
ardization, introduction of new work performance techniques and equipment, 
effective coordination of resources, and elimination of duplication; provides 
staff assistance to the Department’s management improvement committee. 

2. Organization.—Evaluates for the Office of the Secretary all matters con- 
cerning organization and placement of functional responsibilities in the Depart- 
ment and its agencies; advises Department and agency officials on the develop- 
ment of organizational policies and plans; establishes and promulgates depart- 
mental standards pertaining to structure, nomenclature, and chart presentation ; 
currently reviews proposed organization changes. 

8. Administrative issuances.—Establishes systematic procedures and stand- 
ards for the issuance of Secretary’s memorandums, administrative regulations, 
staff office instructions, and other communications between the Department and 
its constituent agencies; maintains Secretary’s memorandums and administra+ 
tive regulations on a current basis; collaborates with the agencies to assure the 
adequacy of systems for internal dissemination of policy and procedural 
instructions. 

4. Paperwork management.—Plans and initiates programs designed to stimu- 
late and guide constructive Department and agency action and evaluates Depart- 
ment and agency progress in the following areas: 

(a) Forms.—Including analysis of forms and related procedures, develop- 
ment of standard (AD) forms, design standards, specifications for identification 
and reproduction, storage and distribution ; 

(b) Reports.—Including procedures for examination and evaluation of exist- 
ing and proposed reports, other than those covered by provisions of the Federal 
Reports Acts of 1942 (5 U. S. C. 139-139f), to insure their effective and economical 
use in carrying out Department responsibilities. 

(c) Correspondence.—Including analysis of quality, methods for preparation 
and review, and facilities for mail handling and dispatch ; 

(d) Records.—Including development and analysis of classification and filing 

systems, retention and disposition schedules, and transfer of records to deposi- 
tories. 

5. Committee management.—Assist the Department’s committee manage- 
ment officer in planning and coordinating the Department’s committee man- 
agement program to guide and control the use of advisory and other committees, 

6. Liaison—Represents the Department in relations with the Bureau of the 
Budget, General Services Administration, other departments and agencies, and 
committees of the Congress on policy and program considerations related to 
departmentwide functional responsibilities of the Office. 


USDA MANAGEMENT IMPROVEMENT COMMITTEE 


Functions.—The management improvement committee is an advisory body es- 
tablished to facilitate sound management improvement activities in the Depart- 
ment. Generally, it serves as a forum for the exchange of information, the 
discussion of management problems and the consideration of plans for improved 
operations. It seeks to stimulate interest and participation in management 
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improvement and to encourage the use of the best management techniques 
throughout the Department. 

Membership.—The committee is comprised of the Administrative Assistant 
Secretary (chairman) and the Assistant Administrator for Management, or other 
official who holds chief responsibility for management in each of the Department’s 
agencies and staff offices. 

Staff—The Office of Administrative Management provides committee staff 
services. These services include the preparation of meeting agenda, maintenance 
of minutes and other committee records, preparation of background materials for 
committee consideration, and conduct of necessary Management research. In 
addition, the Office explores problems raised by the committee and assists, as 
appropriate, in implementing action suggested by the committee. 

Mr. Ropers. I should like to comment. on these developments by 
way of explaining to the committee what functions are assigned to the 
new Office of Administrative Management. 

We recognize in the Department that ultimate responsibility for 
management improvement must rest with operating personnel at all 
levels. 

Nevertheless, organized and coordinated action is essential to realize 
continuing management effectiveness. For this organized, coordi- 
nated effort, staff office leadership and guidance is highly important. 
The Department has in the past, through its staff office structure, 
directed attention to management improvement in manpower, funds, 
and materiel and facilities. 

Manpower problems directly concern the Office of Personnel, which 
performs employment and placement functions, classification of posi- 
tions, investigative work, supervision of the employee suggestion pro- 
gram, and incentive awards, and provides training and health serv- 
ices—all directed toward utilization of manpower resources. 

Money matters directly concern the Office of Budget and Finance, 
which formulates budget estimates, supervises fund control through 
allotments and apportionments, develops accounting systems and fi- 
nancial policies, reviews fiscal activities through internal audit chan- 
nels as well as budgetary and financial reports, and analyzes legisla- 
tive proposals affecting programs and financing of the Department— 
all directed toward responsible financial administration. 

Materiel and facilities needed in Department operations directly 
concern the Office of Plant and Operations, which performs procure- 
ment,and property management functions, supervises the acquisition 
and disposition of real estate, and provides reproduction, telephone, 
mail handling, and supply services—all directed toward facilitating 
activities in the conduct of the Department’s work. 

In addition to these specific staff office responsibilities, the field of 
management in an agency as large and varied as the Department of 
Agriculture involves activities which (1) do not fall clearly in any 
of these areas or (2) which may overlap and affect several such areas. 
I may cite, for example, the area of paperwork management involving 
forms, correspondence, reports, and records management. 

Again, there is the matter of functional alinement of activities in 
the Department. Continuous study and informed analysis are nec- 
essary to enable the officials of the Department to utilize its resources 
most effectively and most economically. 

Another phase of administration which needs continuing attention 
is best described as management improvement. The public service 
we give is conditioned by our readiness to explore and adopt new prac- 
tices, new work methods, new forms which are conducive to more 
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economical and effective administration of our programs. Our prog- 
ress in this direction was documented last year in a publication on 
USDA management improvement which lists examples of what our 
agencies are doing. There are problems of this kind to be studied. 
Techniques of work planning, simplification and standardization, in- 
troduction of labor-saving machines, are areas of potential manage- 
ment improvement. 

We have a publication here which I would like to pass out to the 
members of the committee. It lists first of all the principles under 
which we are attempting to develop better management improvement 
in the Department and then provides examples of what our agencies 
are doing. In the introduction of this publication we try to give the 
philosophy of the Department in a few brief paragraphs. We said: 

Our experience has taught us that good management can never be achieved all 
at once and for all time. Continued management effectiveness requires an or- 
derly system for management improvement that will insure constructive atten- 
tion to problems as they develop * * *. There is a strong feeling in the Depart- 
ment of Agriculture that good management is never an end in itself. It is only 
valuable as a means toward the important goal of more efficient, effective, and 
productive accomplishment of program objectives. 

That is the basis on which we are approaching this problem. 

I was going to cite some of the examples to you but perhaps you 
would not want to take the time now since we are running late. As 
you review these various projects which we have accomplished, I am 
sure you will agree that we are not standing still in the Department of 
Agriculture in our efforts to improve our service to the public through 
better management practices. 

Mr. Wuirren. In that connection you have been studying paper- 
work in the Department. Is that reflected in this or would you need 
to make some additional comments 4 

Mr. Roserts. That is reflected in this statement, Mr. Chairman. 
There are a number of examples which you will find involving im- 
proving paperwork management. On page 13 there is a good one 
regarding the improved processing of market information where 
recently the crop reporting schedules have been redesigned to institute 
shortcuts in making tabulations and have decreased the worktime 
by from 21 to 44 percent. 

Mr. Wuirren. With all this fine work toward saving money, how 
much can we reduce this appropriation ¢ 

Mr. Roserts. You will notice that, in some of the examples that 
we list, we give specific savings which have enabled the agency con- 
cerned to do a better job with the money that it now has available to 
it. In other examples there are not identified savings in terms of dol- 
lars. They are savings that we cannot pin down to so many specific 
people, but there is a clear evidence that the Department is improving 
its method of conducting its work and is thereby carrying on, in 
general, a more economical operation, and is doing the job with fewer 
people than would otherwise be the case. In paperwork management, 
Mr. Chairman, there are a number of items covered on pages 16 
through 18. 

Mr. Wuirren. I think that this is probably not too lengthy. I think 
it might be well for you to select some of the highlights and include 
them in the record at this point. I do not believe there is any necessity 
for putting all of this in, but I think that the Department is entitled 
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to have the highlights included in the record a little more thoroughly 
than you have been able to give it to us orally. 
(The material referred to follows :) 


Excerpts From UNrrep STATES DEPARTMENT OF AGRICULTURE REPORT ON 
MANAGEMENT IMPROVEMENT 


Our experience has taught us that good management can never be achieved 
all at once and for all time. Continued management effectiveness requires an 
orderly system for management improvement that will insure constructive 
attention to problems as they develop. The principles listed below have been 
derived from this Department’s experience and provide the basis for our present 
management improvement activities. 

1. Ultimate responsibility for management improvement must rest with operat- 
ing personnel at all levels—Management improvement cannot take place in a 
vacuum. Beyond certain basic principles, management takes its life from the 
work that is being done. If separated from that work, it can become a fetish 
serving little useful purpose. Only as persons responsible for getting a job done 
are alert to the importance of greater efficiency and effectiveness, can real 
management improvements be made. For the ideas that will lead to better 
performance, reliance must be placed on the men and women who work in the 
organization and face its day-to-day operating problems. 

2. Management improvement methods should be adapted to the needs of the 
particular agency and its programs.—lIn any large and varied enterprise, different 
activities require different approaches. One would hardly expect the same com- 
munications system to serve the needs of one organization housed in a single 
building and of another dispersed over thousands of miles in hundreds of offices. 
Though the same end result might be desired and the same principles applied, 
the means used must of necessity be different. Similarly, programs for manage- 
ment improvement need to be adapted to the unique situation of the particular 
administrative organization to be served. 

3. Management improvement should take place in both administrative and 
program areas.—Too often, the idea of management is limited to administrative 
services and related areas. Yet, management aspects of program activities are 
equally or more important and some of the most productive management im- 
provements can be made in these areas. The artificial separation of ‘“manage- 
ment” from program activities inhibits constructive action and interferes with 
achieving the most economical and efficient pattern of operations. 

4. The proper use of well-qualified management staff aids to line executives 
at major administrative levels is essential to a successful management improve- 
ment program.—Despite the fact that management can often best be improved 
by persons who are actually doing the work, a staff of persons whose full-time 
concern is the investigation of management performance and the recommenda- 
tion of solutions can be invaluable. It is well established in administration that 
line officials do not usually have the time to explore fully all management 
problems coming to their attention, nor to develop satisfactory solutions to them. 
A management staff helps to raise problems for consideration, conduct research, 
recommend solutions, plan for the implementation of the desired solntion, and 
keep executives informed of new developments in management principles and 
practices. 

The maintenance and proper use of a well-qualified staff is the responsibility 
of the line executive. He must develop and use it within the framework of 
his organization so that it productively contributes to the increased effectiveness 
of agency operations. 

5. Suecessful management improvement requires cooperative action.—Manage- 
ment problems are often complex, involving several interrelated aspects of an 
organization’s activities. Dealing with them effectively requires the combined 
counsel of persons experienced in the special areas involved. Only as different 
points of view and different insights are brought to bear upon problems can the 
hest solutions be discovered and the most satisfactory plans for implementing 
them he developed. 

6. A system of periodic review of management performance is essential to a 
sound management improvement program.—The regular review of manage- 
ment performance provides an opportunity for the isolation of problems re- 
quiring more intensive study and for the reconsideration of the usefulness of all 
methods of operations. In this way, attention can be assured to developing 
problems and they can be resolved before they have grown to major propor- 
tions. 
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7. Major management improvement projects should be scheduled and planned 
well in advance of their execution.—Advance planning is essential to good 
administration in any area of operations. Major management improvement 
projects should be planned in advance, in order to ensure periodic attention to 
areas of importance, such as communications, reports, issuances, and similar 
matters. Giving periodic attention to such areas is an excellent way to ensure 
the orderly and systematic improvement of management throughout the 
organization. 

8. A satisfactory reporting system on management improvement activities 
should be devised.—Regular reporting of management improvement activities 
serves several useful purposes. It enables administrators to check on the 
accomplishments that are being achieved and to review the nature of those 
accomplishments. It also provides an opportunity for the exchange of informa- 
tion throughout the organization, so that productive ideas can be used to ad- 
vantage wherever they are applicable. 

There is a strong feeling in the Department of Agriculture that good man- 
agement is never an end in itself. It is only valuable as a means toward the 
important goal of more efficient, effective, and productive accomplishment of 
program objectives. The test of good management in our Government is found, 
we believe, in the degree to which it permits us to give the public the maximum 
return for each dollar spent. We know that we do not accomplish this with 
perfection. We are certain, however, that all of us, to the full extent that we 
ean, try constantly to improve our performance. 


EXAMPLES OF MANAGEMENT IMPROVEMENT PROJECTS 


The following examples have been selected to illustrate management improve- 
ment activities recently completed : 

1. Revised bonding procedures.—Public Law 323, 84th Congress, authorized 
Federal agencies to cover all employees required to be bonded, except those in- 
volving travel advances, with a single position schedule bond. USDA operations 
under this act have eliminated 4,830 separate bonds, reduced annal premium pay- 
ments by approximately $34,000, increased coverage, and reduced administrative 
costs by approximately $5,000. 

2. Decentralization of ARS business operations.—As a result of extensive 
studies to determine the feasibility of decentralizing business operations, 4 
regional business offices were established on July 1, 1955. A major part of the 
administrative service, finance, and personnel fun¢tions are now being carried 
on by these offices. 

3. Simplified handling of telephone toll tickets.—A study of the procedures for 
handling these tickets revealed that certain operations, once required for audit 
purposes, were no longer necessary because of changes in the regulations of the 
General Accounting Office. At least 60,000 separate accounting postings on De- 
partment telephone calls can now be eliminated each year, resulting in signifi- 
cant saving of time. 

4. Revision of appropriation structure—A thorough review of the appropria- 
tion and account structure of the Department enable (@) a reduction in the num- 
ber of appropriation accounts from 54 to 39; (b) simplified preparation. 

5. Hstablishment of project system in agricultural marketing service—In 
order to prevent overlapping of work and to facilitate reference to AMS projects, 
a project referral system has been established and a new numbering system 
instituted for work and line projects. Original copies of projects are all filed 
at a central location according to a descriptive numbering system which aids in 
locating projects rapidly. 

6. Extensive recordkeeping and reporting for penalty mail eliminated.—Under 
regulations of the Post Office Department issued pursuant to Public Law 286, 
approved August 15, 1953, the Department was required to account for mail 
transmitted under the penalty privilege in terms of first, second, third, and 
fourth class postage charges. Since penalty mail is, in fact, privileged by law 
and entitled to special handling by the postal service without classification or 
affixing of stamps, information of this kind was not available. 

7. Improved machine processing of trade practice surveys.—The Ccrm:modity 
Exchange Authority conducts periodic surveys of all commodity tran .etions 
on a futures market in a specified way, in order to detect violations of the Com- 
modity Exchange Act. This activity is only possible through machine process- 
ing, since the volume of floor trading usually involves the handling of between 
50,000 and 100,000 punch cards. In order to improve and standardize the survey 
processes, a handbook has been developed which sets forth the simplest and most 
effective means for conducting the operation. As a result, considerable savings 
of labor and material have been realized. 
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8. Improved processing of market information.—In the Agricultural Market- 
ing Service, a variety of comprehensive statistical surveys of market condi- 
tions and related matters are made regularly. New methods and procedures 
for machine tabulation are continually explored in order to eliminate routine 
hand clerical and statistical functions, to increase the effectiveness of manpower 
utilization and to provide better service to the public. 

Recently, for example, the crop reporting schedules have been redesigned, to 
institute shortcuts in making tabulations which have decreased worktime from 
21 to 44 percent for specific surveys. This development involves an adaptation 
of the “peg board” technique. In this system, a number of forms are locked 
into a device that permits easy tabulation of replies to each question. Sum- 
mary cards prepared in this way are similarly tabulated to produce totals by 
State, district, or county, as necessary. Tests of this system demonstrated 
that approximately one-third of the time formerly required for hand tabulation 
can now be saved. 

9. Reorganization of Farmers’ Home Administration fiscal operations. —An 
analysis was made of the operations of the Finance Division in Washington, 
D. C., and the four area finance offices located in St. Louis, Mo.; Montgomery, 
Ala.; Dallas, Tex.; and Denver, Colo. These five offices, employing approxi- 
mately 600 persons, performed all accounting, billing, payrolling, the furnishing 
of office supplies, and related functions for 41 State offices and 1,500 county 
offices. The analysis resulted in the establishment of one finance office, cen- 
trally located in St. Louis, Mo., and saved approximately $1,115,000 in the first 
year of operation. 

10. Forest Service reorganization.—In the past 2 years, 9 forest administra- 
tions, 11 ranger districts, and 2 stations weer eliminated by consolidation with 
adjacent units, and 2 program divisions were combined into 1. The total funds 
made available for more effective program operations as a result of these 
changes are estimated at $235,000 annually. 

11. The records-management program gives special attention to the economical 
and efficient management of agency records, including their organization, main- 
tenance and use, and disposition. This program was strengthened, pursuant to 
the Federal Records Act of 1950, and, since September 1954, a special review pro- 
gram has been in operation covering the records-management programs of USDA 
agencies. Another part of the program calls for the orderly disposition of 
records. During fiscal years 1955 and 1956, more than 52,000 cubie feet of records 
were transferred to Federal records centers and over 206,000 cubic feet were 
destroyed. The volume of records on hand at the end of fiscal year 1956 was 
15,580 cubie feet less than it was at the start of the year. 

12. Forms improvements in agricultural marketing service.—During fiscal year 
1955, over 350 forms were declared obsolete. New forms which simplify reporting 
problems have been developed in several program areas. As a result, better 
information is provided with a smaller investment of personnel time. 

13. Blimination of duplicate instruments of original transactions filed with 
General Accounting Office by Farmers’ Home Administration.—Under a records 
Management program approved by GAO, a plan was developed to eliminate 
the procurement, stocking, distribution, preparation, use, filing, and maintenance 
of duplicates of original forms of certain agency transactions formerly filed with 
GAO. It is estimated that under this plan the quantity of forms used per year 
will decrease by approximately 144,000 items at an estimated annual savings 
in forms purchase alone of $648. 

14. Commodity Stabilization Service paperwork management program.—The 
varied and complex programs carried on by CSS result in major paperwork prob- 
lems. Significant recent accomplishments in resolving these constructively 
include : 

(a) Establishing a uniform filing system for all of the 3,000 county offices ; 

(b) Developing comprehensive control schedules for records disposition in 
county and State offices, which is supplemented by annual reports to insure com- 
pliance; and 

(c) Combining 14 separate marketing-quota and acreage-allotment forms into 
a single form, thus eliminating waste and reducing administrative costs for 
stocking and controlling the separate forms. 

15. Incentive-awards program.—The new incentive-awards program author- 
ized by the Government Employees’ Incentive Awards Act of September 1, 1954, 
has received major emphasis in USDA. During fiscal year 1956, 2,993 employee 
suggestions were received. Of these 1,055 were adopted, representing an esti- 
mated dollar value benefit to the Government of $627,969.35. In addition, 181 
honor awards were made to employees for sustained superior performance. 
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16. Committee on Research Bvaluation established.—To provide for more effec- 
tive appraisal of the Department’s research program and sound research planning 
to meet the long- and short-term needs of agriculture, the Committee on Research 
Evaluation was established in March 1956. Composed of representatives from all 
USDA agencies conducting research, the committee is responsible for: 

(a) Defining objectives that will help to achieve and maintain a balanced, 
progressive, and prosperous agriculture; 

(b) Determining what specific research program is needed to achieve these 
objectives ; 

(c) Reviewing critically and extensively the adequacy of current research 
in meeting these needs; and 

(@) Recommending specific necessary changes to bring the Department’s 
research program in line with research objectives. 

17. Annual plan of work in Foreign Agricultural Service.—To provide for syste- 
matic program planning at all levels and to furnish a basis for evaluating and 
reporting agency accomplishments, division directors are required to submit 
annual plans of work on June 15 of each year, and to report monthly to the Ad- 
ministrator on major, program accomplishments, This annual plan of work device 
has promoted better overall direction of effort and enabled operating officials to 
do a better job of scheduling major work plans and travel itineraries. 

18. Redistribution of excess property.—The Area Agriculture Equipment Com- 
mittees and the Office of Plant and Operations facilitated property redistribution 
within the Department which resulted in the further use of excess property hav- 
ing an acquisition cost of more than $696,000, or about 19 percent of the total 
acquisition cost of all such property reported by USDA agencies. 

19. Better use of motor vehicles.—Information available for fiscal year 1955 
demonstrates continued improvement in the handling of USDA motor vehicles. 
Average operating cost (gasoline, oil, tires, repair) for automobiles was 3.21 cents 
per mile in 1955 as compared to 3.30 cents in 1954. On the basis of more than 45 
million miles driven in 1955, this represents a saving to the Department of ap- 
proximately $85,600. A slight reduction was also made in the operating expense 
for light trucks, which resulted in savings of approximately $12,900 for the more 
than 129 million miles the trucks were operated. 

Mr. Roserts. Thank you. There are such problems that have to 
be studied. Techniques of work planning, simplification and stand- 
ardization, introduction of labor-saving machines, and so forth. 

Until the establishment of the Office of Administrative Manage- 
ment, the Department relied upon existing staff offices to contribute 
toward these objectives. The organization function was in the Office 
of Personnel. Paperwork activities were, primarily, in the Office 
of Plant and Operations. Management improvement and research 

ae on management problems characterized some of the activities 
of the Office of Budget and Finance. 

We have combined these overall management activities in the Office 
of Administrative Management to consolidate the staff and resources 
available for this type of work. The head of the Office reports to 
me. Seven people constitute the staff. Personnel, funds, and equip- 
ment have been transferred from the other staff offices to make this 
work possible on a more concentrated basis. We hope through the 
new Office to center responsibility and increase our emphasis upon the 
Department’s management-improvement program. 

We are not asking for additional funds. We are going to work 
with the funds that are available to us. We are not undertaking new 
activities, but rather providing for better coordination of the general 
direction and leadership a staff office can give in focusing its attention 
on organization, work methods, and planning of management policies 


and programs. 
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USDA MANAGEMENT IMPROVEMENT COMMITTEE 


The new USDA Management Improvement Committee, similarly, 
will become a means for consideration of man: ugement problems af- 
fecting the Department and its agencies. It is an intradepartmental 
committee and its membership will include staff office directors and 
assistant administrators for management in the agencies. The Ad- 
ministrative Assistant Secretary will serve as chairman. 

Secretary Benson has appointed Mr. Joseph P. Loftus to be acting 
head of the Office of Administrative Management. Mr. Loftus was 
for several years a program analyst in the Office of Budget and 
Finance. In that capacity he attended Appropriation Committee 
hearings with officials representing those agencies assigned to him in 
the Department. He has been working in this field for a long number 
of years and is a very competent person in this work. 

Mr. Chairman, in closing, I would also like to leave with the com- 
mittee and perhaps for the record, if you wish to put it in, a revision 
of the project schedule which shows the new office and the manner in 
which the funds have been allocated to it since this action was taken 
after the President’s budget was prepared. 

Mr. Wurrren. I think it would be well to include it in the record. 

(The information referred to follows :) 


Office of the Secretary—Project statement adjusted to reflect transfer of certain manage- 
ment functions to the Office of Administrative Management 














i | j t 
| Adjust- | Adjustment for | 
ment for | | Office of Admin- 
| 1957 (as | Office of | 1958 (as | istrative Man- 
| shown in |Adminis-| Revised shown in agement | Revised 
1958 ex- | trative 1957 | ~1958 ex- | 4958 
planatory| Manage- | |planatory | 
notes) | ment notes) Retire- | 
| |(full-year| 1957 base| ment | 
| basis) costs | 
ea Sn) | 
1. General Administration $548, 993 | $548, 993 | $608, 710 | | $608, 710 
2. Personnel administration | | | 
and service 633,014 |—$17, 376 615, 638 670, 480 | —$17, 376 $900 | 652, 204 
3. Budgetary and financial ad- | 
ministration and service 613,498 | —22,740 590,758 | 648, 540 | —22, 740 —1,355 | 624,445 
4. General operations 573, 475 7 42, 484 530,991 | 606,250 | —42, 484 —2, 420 | 561, 346 
5. Regulatory hearings and de- 
cisions 142, 920 142,920 | 176,770 176, 77 
6. National Agricultural Ad- 
visory Commission 11, 500 | 11, 500 15, 250 | 15, 250 
7. Administrative manage- | | 
ment _- | +82, 600 82, 600 | +82, 600 +4, 675 | 87, 275 
| 
i 
Total available /2, 523, 400 2, 523, 400 |2, 726, 000 | 2, 726, 000 
Anticipated transfer from other | 
accounts for Executive Pay | | 
Act costs (Public Law 854) -23, 400 | — 23, 400 
Total appropriation or | 
estimate 2, 500, 000 | |2, 500, 000 |2, 726, 000 | 2, 726, 000 
' | 
EXCHANGE OF EMPLOYEES WITH STATE INSTITUTIONS 


Mr. Roserrs. There is another new development which has been 
made possible through a law enacted in the last Congress, and which, 
I am sure, all of you gentlemen participated in and supported its 
enactment here in Congress. That is Public Law 918. I thought I 
would like to mention how that is getting started. 
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The Department considers this authority to be highly significant 
and helpful. This legislation was originally proposed by the Joint 
Land-Grant College Department Committee on Training for Govern- 
ment Service. It was recommended to provide a means whereby the 
United States Department of Agriculture and the States may better 
cooperate on the many joint efforts now being carried out on agricul- 
tural matters. 

The law provides that the United States Department of Agricul- 
ture and State institutions and agencies may interchange employees 
where their services can be better utilized and made more effective 
for temporary periods of time. Two years is the period established 
by the law. It enables us to take a United States Department of Agri- 
culture employee, make him available to a State governmental agency 
or to a |: at grant college, let them pay for his expenses either directly 
or by reimbursement, and, at the same time, not deprive that Federal 
employee of his group-insurance benefits, ‘his retirement and other 
benefits that derive from long employment in the Federal service. 
Likewise, it permits a State employ ee to participate in work with the 
Department of Agriculture for a period not to exceed 2 years, still 

retaining his State rights but with payment by the Federal 
Government. 

We have issued regulations under this new law and will leave a copy 
of them with the committee. I do not know that you want to put it in 
the record, but we will leave it with the clerk, and you can decide 
whether you care to do so. 

Incidentally, these regulations were sent out to 75 colleges and State 
universities in January. We are doing everything we reasonably can 
to make known to the States the conditions under which these arr ange- 
ments might be effected. 

The first two cases are now being negotiated, and I thought it would 
be interesting for you to know what those are. One of them would 
be particularly interesting to Mr. Horan. The State of W ashington 
Agricultural Experiment "Station has proposed an interchange with 
one of our branches out at the Beltsville Research Station. Under 
the interchange, Dr. Harold W, Fogle, a horticulturist, who is a spe- 
cialist in stone fruits, will come in for a period of 1 year to work with 
our people at Beltsville on some of the problems they have in stone- 
fruit research, and will make his services available to our people here. 
It will also enable him to acquire some valuable information on stone- 
fruit breeding and techniques that have been developed out at 
Beltsville. 

During this period of time, 1 year, Dr. Leon Havis, who is a special- 
ist in stone-fruit work at Beltsville, will go out and work in the State 
of Washington to gain more information on cherry breeding work 
that they are doing in Washington that is particularly good and 
which we would like to know more about. The interchange is going 
to be mutually beneficial. It is interesting, as a sidelight, that these 
two men are even going to exchange homes during this 1-year period 
as a convenience to each other. 

The other case is one that is being negotiated. We are running 
into a little difficulty, but hope that we can overcome it. The Um- 

versity of California Forestry School has asked for an agreement 
which would permit three of our most able men at the Pacific Forest 
Experiment Station for a period of 3 months to give special work 
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in the Forestry School on fire control. These men are the best we 
have in the country, particularly on brush fires such as they have in 
California, and we hope that we will be able to work out this one 
satisfactorily to both parties. 

I think the law, Mr. Chairman, offers one of the best opportunities 
that we have had for many years to get an interchange of knowledge 
and competence between the States and Federal Government which 
we have not had before and which the barriers of different employment 
requirements in Federal and State Government prevented in the past. 

I have just one other thing to mention, Mr. Chairman. We have 
just put out a publication, a “handbook, which we are placing in the 
hands of colleges and universities all over the country, and high 
schools as well, on career-employment possibilities in the United States 
Department of Agriculture. That concludes my statement, Mr, 
Chairman. 

We will be glad to answer any questions you have. 


NUMBER OF POSITIONS, GRADES, AND SALARIES IN OFFICE OF THE SECRETARY 


Mr. Wuirren. Mr. Roberts, we appreciate your presentation which 
has been rather thorough. You have a fine standing with this com- 
mittee. We have appreciated your own individual efforts in trying 
to bring an improvement in the organizational setup of the Depart- 
ment. We recognize that with time certain growth naturally occurs. 
However, I have been personally disturbed at our constantly growing 
Government and I believe it would be well to put into the record the 
number of personnel and the average grade and salary and the 
expense of the Secretary’s Office for the |: ast 6 years. 

Mr. Roserts. We will be glad to do that, Mr. Chairman. I think 
we inserted such a statement last year and can bring that up to date. 

Mr. Wuirtren. You might break that down by the various divi- 
sions within the Secretary's s Office. 

Mr. Roszerts. You mean the Office of Budget and Finance and all 
the others? 

Mr. Wuirren. Yes. 

Mr. Roserts. Yes; we will do that. 

(The information referred to follows :) 
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Salaries and expenses, Office of the Secretary—Actual average annual positions 
salary, and grades, 1952-56 and estimated, 1957 and 1958 

















! 
| Actual, | Actual, | Actual, | Actual, | Actual, Esti- Esti- 
fiscal fiscal fiscal fiseal | fiscal mated, mated, 
year year | year year year | fiscal fiscal 
1952 1953 | 1954 1955 | 1956 | year | year 
| } | | 1957 | 1958 
| 
General administration: | | | 
Average positions. .._.._- 59.2 57.6) 47.8 47.7) 48.9 58.0 
Average grade_____- | GS-9.8| GS-9.9| GS 9.2} GS-9.5| GS8-9.6 GS-9.8 
Average salary. odit $7, 053 $7, 131 $6, 768) $6, 952) $7, 500 7$ $7, 659 
Total obligations | $486,223) $519,957) $489, 346| $479,928] $511, 940 $548, 993} $608, 710 
Personnel administration and | j 
service: | | 
Average positions. -_._.-- 86.0 85. 4 86.8 73. 5} 79. 2) 83.0 83.0 
Average grade = GS-9.5 GS-9.1 GS-8.9 GS-9.2 GS-9.1} GS-91 GS-9.1 
Average salary ._. i $6, 502 $6, 341! $6, 252) $6, 442 $6, 776 $6, 734 $6, 711 
Total obligations. - _| $554,567) $555,201} $543,234) $554,582) $603,414) $633,014) $670, 480 
Budgetary and financial ad- } | | | 
ministration and service: | | 
Average positions. .- » 92.7 100. 4 92.8 85. 8] 86.9 87. 0) 86. 0 
Average grade GS-8.5 GS-8.5 GS8-8.6| GS-8.7 GS8-8.8 GS-8.9} GS-8.9 
Average salary $5, 758 $5, 740 $5, 811} $5, 773 $6, 464) $6, 515} $6, 536 
Total obligations .| $583,808) $621,209; $597, 408) $575, 967; $611,213) $613,498) $648, 540 
General operations | \ 
Average positions. | 107. 2 105. 9 104. 3} 99. 1) 97.9 97.0) 97.0 
Average grade G3-7.1 GS-7.1 GS-6.7) GS-6.6 GS-6.6) GS-6.8 G8-6.8 
Average salary $5, 035 $5. 066 $4, 892 $4, 889) $5, 328} $5, 461) $5, 485 
Total obligations $565, 196) $558,755) $557, 569) $539, 502| $572,509) $573,475) $606, 250 
Regulatory hearings and deci- | | 
sions’ | | 
Average positions. .-. 17.6 17.2 17. 8} 18.0 17.9 18. 0 20.0 
Average grade | GS-91) GS-8.9} GS-91} GS-91) GS-91) GS-92} GS-92 
Average salary - $6, 793 $6, 638 $6, 614) $6, 709 $7, 307 $7, 420 $7, 460 
Total obligations $132, 264 $121,470; $106,500) $136,065) $143,677) $142,920) $176,770 
National Agricultural Ad- | 
visory Commission | | 
Average positions_ - i. 
Average grade___.- ----| — a oi 
Average salary oe : 2 
Total obligations : SSA $4, 687 $12, 516 $11, 500 $15, 250 
Total average positions 362. 6 366. 5 349. 5) 324. 1 330. 8 340. 0 344.0 
Total average grades - - i GS-8.6 GS-8.6 GS-8.2 GS-8.3 GS-8.4 GS-8.5 GS-8.5 
Total average salaries-_.-..--.- $6, 002 $5, 970) $5, 801) $5, 912 $6, 399 $6, 469 $6, 505 
Total obligations |$2, 322, 058/$2, 376, 592) $2, 294, 142)$2, 295, 731) $2, 455, 269) $2, 523, 400) $2, 726, 000 


Note,—It should be noted that average positions have decreased, and that, in general, the average grade 
has remained constant. The increase in average salary, and in total obligations, has re sulted primarily 
from increases in salary rates authorized by Public Laws 201, 82d Cong.; 94, 84th Cong.; 854, 84th Cong, 
Inclusion in this appropriation of the Government’s payment to the retirement fund contributes sub- 
stantially to the increase in estimated obligations in 1958. 


DISPOSAL OF REAL PROPERTY 


Mr. Wuirren. I note that you made statements about efforts to 
dispose of real property. To what real property do you have ref- 
erence ¢ 

Mr. Roszerts. We have been working with a joint group set up by 
the Budget Bureau and GSA in an effort to survey our real-estate 
holdings and determine what properties we might dispose of as 
unusable insofar as the Department of Agriculture i is concerned. 

Mr. Wuirten. Is that primarily office space or storage space? 

Mr. Roserts. No, this is primarily landholdings that are no longer 
useful to us. Mr. Mangham, do you have some detailed information 
on that? 

Mr. Maneuam. I do not have it in detail here, but to give you an 
example, Mr. Chairman, down at Oklahoma City we had ‘about a 12- 
acre plot that had 6 buildings on it which we had been using. Agri- 
culture had no further need for the buildings and the land so that 
we turned that over to GSA for disposal. 
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Out at Fort Robinson, Nebr., we had a number of buildings which 
were not usable to us so that we disposed of those by sale. 

Mr. Wuirren. You might extend your remarks in the record and 
give such illustrations as you would like to give. 

Mr. Roserts. We would be glad to do so. 

(The information requested is as follows:) 

Department policy is to declare excess all property not currently needed for 
program operations, such property to be transferred to other Government agen- 
cies or otherwise disposed of according to law. 


The following was reported to the General Services Administration for dis- 
posal during fiscal year 1956: 








Location Agency Amount Cost 
Acres 
te CURE, CDs n cameecacndunsccune PE CRUD cc cctodcctccneicacochusodeebe 0. 44 $500 
SS Se ee ee eee t 1. 75 800 
Se TIT iin ce acgremainanintveenit bnivicasht a a acca . 195 545 
PN ee ar eee ee hs sb Mteiebactcbedhvctaupedieee i . 40 2, 308 
Larimer County, Colo-...-....-..---- cit ee Pe akan . 80 6, 250 
Oklahoma City, Okla__..--- Rentibon tt Soil Conservation Service. — — 12. 73 123, 866 
ee ee eee Se 1. 52 200 
Okanogan County, Wash-..-...-...-...- | Re, ah bakes cacdeceensmcws | A ee Pepe 





Las Vegas, Nev. a... A) * RSS TP 3 eae 15 











Gardner, Colo-..-- RE! | ee ae ee eee 1. 54 33, 561 
Radcliff, Colo ...do Maudenp noun . 207 775 
Marshall vane, * _, _ NEREPT REGS | Farmers’ Home Administration......----- 160.0 8, 000 
Plainview, Ark. a eS eC onbite 20.0 9, 128 
Greenville, cor keyeenbne 20 : my Agricultural Research Service_---.-......--- 14 4, 400 

a 2 i sind hh tan ie eich a | pe ee ehinesh eh berhanraeaeiveiiuslesnd eee | 190,333 


1 Buildings. 


Also disposed of, under authority delegated by the General Services Administra- 
tion to the Department of Agriculture, 245 properties costing $1,488,239. 


PRINTING 


Mr. Wuirren. You mentioned the constantly increasing cost of 
supplies and printing. Could you put a detailed statement of that in 
the record ? 

Mr. Roserts. We would be glad to. 

(The information referred to follows :) 


COMPARATIVE COST OF OFFSET PRINTING, FISCAL YEARS 1954 AND 1957 


Since 1954 the costs for offset printing done in the Department’s reproduction 
plant have gone up due principally to two factors: (1) Wage board salary in- 
creases and (2) the increase in cost of blank paper and other materials. The 
salary increases amounted to approximately 20 percent while the paper and 
material increase cost amounted to approximately 35 percent. The table below 
shows the breakdown of the printing and reproduction work performed for the 
immediate office of the Secretary. 











Obligations, | Comparative 
1954 | cost, 1957 
Offset printing: 
a $10, 000 $12, 000 
Se es eee wouabe 7,131 | 9, 531 
ee RN Oe eke SOr ee OD 3 | 17, 131 | 21, 531 
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TERMINATION OF EMPLOYMENT IN SECURITY RISK CASES 


Mr. Marswatu. Mr. Roberts, what is the situation concerning the 
subversives in the Department of Agriculture, the Communists ? ‘How 
many have you dismissed 1 in the last 4 years ? 

Mr. Roserts. Six persons were terminated as security risks pursuant 
to the criteria in Executive Order 10450. Two of these were rein- 
stated after the Supreme Court decision in the case of Cole v. Young. 
In addition 29 re, ees resigned before determination was completed 
in cases where the file was known to contain unfavorable information 
under section 8 (a) 2 to 8 of the executive order. 

Mr. Marsuatu. There is some difference in the interpretation of the 
security risk and a person engaged in Communist activities, is there 
not ? 

Mr. Roserts. As I mentioned to this committee 2 or 3 years ago, 
Executive Order 10450 sets up several criteria for a security risk. 
One of them is subversive activities, or affiliation with known mem- 
bers of subversive organizations, and so on. 

I do not have the Executive order here, but the other criteria in- 
volve mental condition, unreliability, and so forth. The cases which 
I just mentioned were of the first group. I could not say how many 
of the other group there have been. I would have to refresh my 
memory. 

Mr. MarsHati. Approximately how many employees are there in 
the Department of Agriculture? 

Mr. Roserts. As of the end of December, we had in the Depart- 
ment of Agriculture about 64,000 permanent employees. We had at 
the same time about 18,000 temporary employees. 

Mr. Marsuatu. You say that you have only dismissed out of that 
group 4 for security risks? Mr. Roberts, why do you not get these 
Communists out of the Department of Agriculture? 

Mr. Ronerts. I think we have them out, Mr. Marshall. 

Mr. Marswatt. I think, Mr. Chairman, at this time that there is 
something that is rather interesting here, a report of a thresher 
get-together taken from the Bloomington Pantagraph. 

Reed Benson, eldest son of Ezra Taft Benson, Republican Secretary of Agri- 
culture, Friday charged the Democrats in 1952 left the Department of Agriculture 
riddled with communism and a time bomb of socialistic practice. 

Mr. Wurrren. What is the date of that, Mr. Marshall? 

Mr. Marsuauu. This is on September 1, 1956. 

There is a Department riddled with Communists and we have 
only eliminated four of them. 

Mr. Roserts. There have been only a few alleged subversives, Mr. 
Marshall. 


SIZE OF DEPARTMENT OF AGRICULTURE 


Mr. Wurrren. In that connection, another thing is that the first 

ublic announcement after Secretary Benson went in was that he 

ad inherited the most overgrown bureaucrac y inthe Government. I 
checked this year’s budget and you will have 16,000 more employees, 
if we approve the budget t, and he had 2 Assistant Secretaries at that 
time while now he has 7. 
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Mr. Roperts. Mr. Chairman, I would like to point out, first of all, 
that the Secretary was not responsible for that statement. I think 
that is a matter of record. 

Mr. Wuitren. You use the word “responsible.” He brought a 
man from the Cleveland Plain Dealer named John Davis, who had 
fought every agricultural program as a part of a paper which in turn 
had fought the agricultural program. He brought him in as his 
publicity man, and I understand he is the man who issued the release, 
That is my recollection of prior testimony. 

Mr. Roserrs. I. myself, carried the statement, after it was released, 
to the Secretary because of my concern about it. That was the first 
time the Secretary had seen the statement. I can say that candidly, 

We do have, and I would be glad to insert in the record if you wish, 
Mr. Chairman, a statement which breaks down by program the in- 
creases which have occurred in average annual employ ment since 1952, 
The 16,000 that you refer to, and I think it is 16,358, has resulted from 
these following programs: Brucellosis eradication, which was very 
greatly increased, as you know, as a special program 





BRUCELLOSIS AND TUBERCULOSIS CONTROL PROGRAM 


Mr. Wuirren. Let me say that after the Secretary had recom- 
mended the elimination of that program, this committee insisted that 
it be continued. If you recall, his first budget called for the elimina- 
tion of brucellosis control as well as tuberculosis control, and it was 
this committee that put the funds back in the bill. 

Mr. Roserts. I do not believe that is quite right. We recommended 
some changes in the payment of indemnities. 

Mr. Wuirren. That is the crux of the elimination program. In 
the absence of the payment of indemnities the Federal Government 
has no right to condemn or destroy cattle. The indemnities were 
an essential part of the program and without the indemnities you 
in effect had no program. 

Mr. Roserts. Except as the State picked up the indemnity pay- 
ments. If I remember correctly, we were trying in that first year, in 
1954, to get the States to absorb a greater percentage of the indent 
nities, 

Mr. Wuirren. If you eliminated all the Federal indemnity and 
left them with the whole indemnity, I would not refer to that as the 
greater percentage. 

Mr. Roserts. I would want to refresh my memory on that, Mr. 
Chairman. Mr. Wheeler, did we propose to eliminate the entire 
indemnity ? 

Mr. Wueeter. In the revision of the 1954 budget, a reduction was 
made in indemnities under the brucellosis program. The 1955 budget 
did propose elimination of such indemnities. After the House action 
providing an increase for indemnities, the Department advised the 
Senate that we wished to change our position and that we concurred 
in the action of the House in restoring those funds. The figure you 
have reflecting a substantial increase in employment, of course, relates 
to the more recent materially increased brucellosis progr am under 
which advances of CCC funds up to $20 million a year are made 
available to step up that work and try to clean up the brucellosis 
problem. We are in the third year of the accelerated program, I 
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believe. The Department supported the extension of that legislation 
in the last session of Congress. 

Mr. Wuirren. I am glad to see the Department come around. 
Also, it was this committee that pointed out that you had no sales 
organization in the Commodity Credit Corpor: ation, that you were 
not getting figures on what production expansion there was in foreign 
countries in the very commodities that we were cutting down at home. 
It was this committee that also took issue with Mr. Benson’s state- 
ment that the city consumers were going to rise up if the farmers 
did not agree to lower price supports. 

We required that the Department make a study to see who is getting 
this money that the consumer is paying. I was very much pleased 
to see that the Secretary and President Eisenhower are both very 
proud of the results from this work that we demanded, and which 
Secretary Benson said was pure politics when we demanded it. If it 

was, he used it to his advantage in the last campaign. He made many 
speeches in which he was very proud of the competitive sales program 
which this committee demanded be put into effect. 

Mr. Roserts. Mr. Chairman, I am sure that the Department, includ- 
ing the Secretary, is very appreciative of the suggestions and recom- 
mendations that come from this committee. The work of this com- 
mittee has been very helpful, I am sure, through the years in admin- 
istering the programs in the Department. 


INCREASE IN EMPLOYMENT IN THE DEPARTMENT SINCE 1952 


Mr. Chairman, I would like to put in this tabulation, if you wish. 

Mr. Horan. Mr. Chairman, I would like to have it in there because 
the growth of the Department is due largely to the actions of Con- 
gress s and I think we ought to be aware of that fact. 

Mr. Wuirren. I think it is well that the information be put into the 
record. 

(The information referred to follows :) 


Summary analysis showing by programs, increases in average annual employ- 
ment, fiscal year 1957 over fiscal year 1952 





ED. TN OR GIG id Si ogni Wp cep stp cap eepes chet Altai Chien ek ea 
IE TOUT in Mas cine nich ba ee ah aru a ie +1, 589 
i a a creas hcinegienete eapemmieaems aeadliaiie aie +2, 265 
Price support activities—increased volume___________________~_- __ +2,505 

Strengthened research program in _ crops, livestock, utilization, 
mismatned, cd TOPO. 5 a i hs hb isk bad Gl een +2, 106 
Forest access roads and timber sales *_-.__________-_-__-_____________ +-2, 303 
SCS technical assistance to ACP °__..._.._______ ee 1-1, 325 
Agricultural attachés and market development_____-_______--__- ey +349 
Disease and pest control (including Med. fly eradication) —— ~~ ~--_~~- +344 
mee GOO (CE icin 32s. ap tal sche cen degen ce Ree BE EE ee 
NE ds sete ath ocr him eiesegatn aan medtrined niche anand slieesdeceadi inte dante bina Peace +16, 258 


1 Made possible an increase in timber sales rece ipts of $53,000,000. 
8 Increase results in part from substitution of SCS technicians who are Federal employees 
for employees of ASC county committees. 


Mr. Roberts. I think the matter is important because it does show 
the programs which have contributed to this increased employment 
without regard to whether they were recommended by the Department 
or whether they were put in by the Congress; but there are such very 
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important programs as the watershed program, strengthened research, 
access roads, and timber sales in the national forests which very sub- 
stantially increased the receipts of the Treasury. 

Mr. Horan. Have you the Great Plains experiment there ? 
‘ Mr. Roserts. The Great Plains program is in the net “all other” 
igure. 

Mr. Wuitren. Mr. Marshall, you may proceed. 


SECURITY RISKS 


Mr. Marswatu. Mr. Roberts, it so happened that I spent approxi- 
mately 12 years of my life with the Department of Agriculture. I 
thought those years were the most fruitful years in my life. I can 
truthfully say without any hesitation that the employees of the De- 
partment of Agriculture, by and large, are people that are dedicated 
to their work. They are people that are sincerely interested in not 
only their job but in helping the people that till the soil of this country. 

I have known people in the Department of Agriculture that I 
thought were wholeheartedly dedicated and have dedicated their lives 
to that service, and I certainly hope Secretary Benson, if he stays for 
the next 4 years in the Department of Agriculture, gets these Com- 
munists mentioned by his son out of there. That irritates me no end. 
I am very much concerned when people make statements because it 
reflects upon the honor and integrity of so many loyal Americans that 
are working in the Department of Agriculture. I am very much dis- 
turbed when I read articles like that, and I regret to say that this is 
not the only instance of that. 

The people in my country, the farm people and the good citizens up 
in my community want these people that the Secretary’s son mentions 
out of the Government service. They certainly want them out of the 
Agricultural Department as much as any other place. I think it is 
incumbent upon the Secretary of Agriculture and the people working 
with him to get these people out. According to these statements your 
organization was riddled with them in 1952 and only just a compara- 
tive few have left, and some of those are questionable as to whether 
they are Communists. Certainly, you are not getting them out of the 
Department if the Department is riddled with them. Somebody is 
failing in the work of doing it. 

Mr. Roserrs. Mr. Chairman, I have been in the Government 
service for 28 years, and I have been in the Department of Agricul- 
ture for more than 16 years. I think that I am just as dedicated to 
the objectives and the purposes of the Department of Agriculture 
as any employee could possibly be. I feel just the same about the 
dedication of the employees in the Department of Agriculture as you 
do, and as an official I have a responsibility in this whole area of 
employment. I am just as interested as you have expressed yourself 
to be in seeing that people who should not be employed in the organ- 
ization are not continued there. We have a security program. We 
are trying to administer it as effectively and as fairly both to the 
individual and to the Department as it is possible for us to do. 

Mr. Marsnaru. I certainly hope so, Mr. Roberts. You know, we 
have had come in before this committee, Mr. Chairman, this year, 
some excellent witnesses from the Department of Agriculture. I 
would hate to walk out of this committee room and have somebody 
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look at me and say, “Marshall has been in that committee room and 
look at all of the folks that have come up there from an organization 
that is riddled with Communists according to the Secretary’s son.’ 
That would be a politically disastrous thing for me to have that 
happen, Mr. Roberts. 

Mr. Wuirren. May I interrupt? You recall a few years ago when 
the Republican Party was making a whole lot of claims about all 
the Communists they inherited. Mr. Roberts had to admit that at 
that time that they had only found one in the Department of Agricul- 
ture. My comment was that, in view of the Secretary’s reducing price 
supports, cutting acreage, and all the other things, it was surprising 
how much damage one Communist could do. 


LETTER FROM CONSTITUTION AND FREE ENTERPRISE FOUNDATION 


Mr. Marsuatu. Mr. Roberts, there was another thing which was 
called to my attention which bothered me a bit. It is a letter of 
solicitation which was sent as general distribution to employees in 
the Department of Agriculture. It comes from the Constitution and 
Free Enterprise Foundation, November 1956. It was written: 

DEAR FRIENDS AND FELLOW CITIZENS: You know the Benson book, Farmers 
at the Cross Roads. Your early support was encouraging and very helpful. 
Far-reaching results have already been achieved in a short time with the aid 
that you and others gave as you see in the enclosed program for action based 
on a great document. It is urgent that the educational work be carried forward 
and intensified to reach 3% million rural box holders; also, the wide distribu- 
tion of the full-length book to leadership individuals, educators, columnists, 
commentators, legislators, and so forth. This can be done only if you and the 
others who know the problem and are familiar with what the Benson book can 
do will give your continuing financial support. You aid also by enlisting others. 
Furthermore, much of this educational work must be done between now and 
mid-January when the new Congress convenes. That means that immediate 
additional support is needed. The next 2 months are critical periods. We must 
go without delay. We have the material, the facilities and experience and know- 
how to do the job. The financial support that you provide can go to work 
immediately. 

Now, this was sent as general distribution and a matter of solicita- 
tion to many employees of the Department of Agriculture. What do 
you have to say about that, Mr. Roberts? 

Mr. Roserts. I can say very frankly and very sincerely, Mr. Mar- 
shall, that the Department had no participation in the distribution 
of the letter you are talking about. The Department did not prepare 
the material in the book. It was done independently of the Depart- 
ment. It was not an official Department action. The distribution 
of the letters was not by the Department. It was done entirely out- 
side the Department. Where they obtained their mailing lists I have 
not the least idea, but I know that I, myself, did not receive such a 
letter, so that no general departmental mailing lists were used. 

Mr. Marswaty. Do you know of anyone in the Department who 
furnished such a list of names ¢ 

Mr. Roserts. I know of no one in the Department who furnished 
such a list. Pande ' 

Mr. Marsa. Since this organization sent what is obviously a 
letter of solicitation to the Department, is that not in violation of 
the Federal law of solicitation ? 

Mr. Roserts. I am not sure it was sent to the Department, Mr. 
Marshall. That is the point I am making. It may be that certain 











1334 


employees of the Department were included in whatever mailing lists 
the organization used, but it was not a Department activity. The 
Department did not furnish mailing lists to my knowledge. 

Mr. Marsuaty. Were you aware that employees of the ‘Department 
had received this letter? 

Mr. Ropers. I was not aware that employees had received this 
letter, but the fact that employees—and bear in mind we had 64,000 
of them in December—received them would not necessarily mean that 
the Department had any part in its distribution or in providing mail- 
ing lists for it. 

Mr. Marsnwatt. I do think that the method of soliciting Govern- 
ment employees is beyond what would be good ethics of this organi- 
zation. 

Mr. Rozerts. Well, if you have evidence that there was a solicita- 
tion of Department of Agriculture employees as such, and that there 
was any connection between the distribution which they received and 
the Department of Agriculture, I would be very happy to have the 
information, because I have no knowledge of it. 

Mr. Wurrren. Mr. Natcher? 


AWARDS PROGRAM 


Mr. Natcuer. Mr. Roberts, I am glad to see that the Department 
will continue its honor-awards program. As I understand this pro- 
gram, the Department of Agriculture encourages all of its employees 
to participate in the common task of improving efficiency, economy, 
and effectiveness of the Department’s operations. As pointed out by 
my friend and colleague, Mr. Marshall, I, too, Mr. Roberts, believe 
that the Department of Agriculture has as many well qualified people, 
dedicated people as any Department in our executive branch of the 
Government. You probably have heard me make that statement on 
more than one occasion. 

Mr. Wurrren. Are there any further questions? 


ACREAGE REDUCTIONS 


Mr. Horan. I am a little bit disturbed about our agriculture pro- 
gram in general. I am absolutely opposed to the basic principle of 
acreage I restrictions in America when we see ac reage enlargements in 
the same commodities all around the globe. We cut back our wheat, 
and even a country like Italy manages to promote an exportable sur- 
plus. We see France paying subsidies of $2.64 to $3.01 to their 
wheatgrowers to encourage acreage expansion, and, of course, pre- 
sumably a portion of that indirectly might come from the American 
taxpayer. 

Therefore, although I may not know the complete answer, I do know 
that our own w heatgr owers came up with the domestic parity idea 
which would have eliminated acreage restrictions and would have 
made it possible for us to feed some of our wheat. Ever ybody knows, 
of course, that the whole object of production is consumption, and some 
of our present farm programs have the effect of restricting outlets 
instead of increasing them. We never have nationally fed a great deal 
of wheat as grain, but we could conceivably feed about 350 million 
bushels out of the 4 billion bushels that are fed to livestock of all kinds 


nent 


pro- 
yees 
my, 


t by 


lieve 
ple, 

the 
t on 


pro- 
e of 
sin 
eat, 
sur- 
heir 
pre- 
ican 


now 
idea 
ave 
OWS, 
ome 
tlets 
deal 
lion 
inds 


1335 


annually. Wheat is practically nonexistent as a feed. Then some of 
our restrictions, where they will not even allow my wheatgrowers, 
because of the declarations they made when they went into the. present 
program, to plant mixed grains which can go as high as 20 percent 
wheat. Therefore, for those reasons, I am disillusioned with some of 
our present farm programs, even though I have supported them. 
They are also expensive. In the budget before us we are spending 
millions of dollars to set up the regulation which governs those con- 
trols, and that takes personnel and it takes money. I think we will 
have to make a change, because we are, I think, headed in the wrong 
direction. I just throw that challe nge out to my colleagues and hope 
that we can change it. 


REDUCTION IN PERSONNEL 


Now, if we do make some changes, conceivably we would be able 
to cut down on personnel in some fields. If we do eliminate programs 
which removes the necessity for personnel, how do you go about dis- 
charging them? This is purely hypothetical, but it is a subjec t which 
has interested me quite a bit. 

Mr. Roserts. Mr. Horan, the employees who carry out many of these 
programs to which you are referring at the county level are not Fed- 
eral employees. They are employees of the county associations, so 
that it is a matter of terminating their services as employees of the 
county association. So far as Federal employees are concerned, either 
at' the State or Federal level, members of the State committee or State 
offices, there are prescribed civil-service procedures for reductions in 
force which we would follow, and persons with veterans’ preference 
and with length of service would — in the same category of 
employment, ‘with others of like competence. The reduction would 
be made entirely within the civil-service regulation. 


DIFFICULTY OF RECRUITING PERSONNEL 


Mr. Horan. The other side of the coin is the fact that the Congress 
has seen fit almost annually to set up new programs of various sorts, 
all requiring personnel. What has been your experience recently in 
recruiting people to carry out the various programs that have been 
enacted by the Congress? 

Mr. Roserts. I would say frankly that the problem of recruitment 
is becoming increasingly difficult in our technical fields in agriculture. 
It is becoming so because of the competition of State agencies, the 
educational institutions and industry which is taking many of our 
chemists and other technically trained people. We have also reviewed 
very carefully the results of registration in the land-grant. colleges 
and for the last 2 or 3 years registration in agriculture is not increasing 
proportionately with registration in the other sciences. I suppose 
there is also the fact. that, as the number of farms and farm families 
decreases, and that is taking place, there is a decrease in the number 
of students entering college who are interested in agriculture. That 
has an effect on the availability of people with scientific and technical 
competence in the field. I do not know whether that answers your 
question or not. tee is becoming increasingly difficult. 
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Mr. Horan. Yes. Of my 5 children, only 1 of them is going back 
to the farm, but that is about the ratio. I guess that is more than the 
ratio. 

Mr. Roserts. That is more than the ratio. 

Do you have anything to add to that, Mr. Betts ? 

Mr. Berrs. I think Mr. Roberts has covered the fact that we ho 
that this sort of a bulletin, Career Service Opportunities in the USDA, 
will add interest out in the colleges. We are carrying on an active 
recruiting effort jointly with the land-grant college association. We 
have a joint committee on training where representatives of the land- 
grant colleges meet with us. 

Mr. Horan. Are some of the various associations setting up scholar- 
ships too ? 

Mr. Betts. Yes; both private industry and individuals are estab- 
lishing scholarships. We are also using various other techniques such 
as the student trainee program where we will appoint a student on 
a summertime job along about the sophomore year of college. 

Mr. Horan. I notice that you do not have the foreign agriculture 
service listed here. 

Mr. Betts. It is covered in the agricultural economics area. 

Mr. Horan. That is all, Mr. Chairman. 

Mr. Wurrren. Mr. Roberts, we wish to thank you. We do not 
hold you responsible for all these policy matters on the farm program. 
We still give you credit for the good things with which we do agree. 
We agree that there are many good things. 

Mr. Roserr. Thank you very much. If there is additional infor- 
mation that we can give you, we are glad to serve the committee's 
interests. 

LIBRARY 


WITNESSES 


RALPH S. ROBERTS, ADMINISTRATIVE ASSISTANT SECRETARY OF 
AGRICULTURE 

FOSTER E. MOHRHARDT, DIRECTOR, LIBRARY 

LOUISE 0. BERCAW, ASSISTANT DIRECTOR, LIBRARY 

BLANCHE L. OLIVERI, ADMINISTRATIVE OFFICER, LIBRARY 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OFFI- 
CER, UNITED STATES DEPARTMENT OF AGRICULTURE 


SALARIES AND EXPENSES 


Program and financing 


| 1956 actual | 1057 estimete 1958 estimate 


abs -|———|- 


Program by activities: 


Agricultural library services (total obligations) ...........- $698, 341 $735, 000 $824, 000 
Financing: 
Unobligated balance no longer available. -..........-...--- BOO to ce0ns2 sack unos dame 





735, 000 824, 000 


LS: binnh unis cd civighiverbisebaSenhuoncssandeps | 699, 950 











atGntnete me (A 


- oa eo oDoomoe 


= 


ow, be 





ack 
the 


ope 
‘iva 
We 
nd- 
lar- 


‘ab- 
uch 
on 


ure 


not 
am. 
ree. 


for- 
ee’s 


OF 


‘FI- 


imate 





1337 


Obligations by objects 





1956 actual | 1957 estimate | 1958 estimate 


—— ~— — ————--— | -—_—— ——— 





























Total number of permanent positions 5 eZ 135 139 147 
Full-time equivalent of all other positions 1 1 1 
Average number of all employees - - oat 127 130 135 
Number of employees at end of year ; | 132 136 141 
Average salaries and grades: | 
General schedule grades: 
Average salary ' $4, 518 $4, 552 $4, 617 
Average grade H GS-5.4 GS-5.6 GS8-5.6 
01 Personal services: a nr bse 
Permanent positions | $569, 018 $596, 695 $620, 770 
Positions other than permanent | SSO 1, 480 1, 180 
E Regular pay above 52-week base , 2, 289 2, 100 
Payment above basic rates | 460 450 200 
Total personal services ei 4 | 572, 647 624, 250 
02 Travel cans 2, 380 1, 950 
03 Transportation of things___- ae 549 550 
04 Communication services - ; ae 12, 527 14, 000 
06 Printing ani reproduction ul Se | 4, 254 3, 400 
Bin ling 26, 070 29, 500 
07. Other contractual services : 22, 347 44, 700 
Services performed by other agencies : 2, 210 | 1, 525 
08 Supplies and materials 6, 141 4, 450 
09 Equipment . 46, 549 | 57, 900 
11 Grants, subsidies, and contributions: | 
Contribution to retirement fund cana 7 39, 100 
13 Refunds, awards, and indemnities iT 1, 954 1, 800 1, 800 
15 Taxes and assessments-_----.- ee seni 713 | 775 875 
Total obligations _- aac Aree atiscnidine wae ae 698, 341 | 735, 000 824, 000 
Budget authorizations, expenditures and balances 
1956 actual | 1957 estimate | 1958 estimate 
BUDGET AUTHORIZATIONS AVAILABLE 
erence a ct - a eee $699, 950 $735, 000 $824, 000 
Obligated balance brought forward_---....-.....-.-...-------- 52, 476 33, 034 45, 234 
Restored from certified claims account--_-.............--------|-------- 2, 200 }......---...-- 
Total budget authorizations available__...........-.--- 752, 426 770, 234 869, 23 
EXPENDITURES AND BALANCES | 
Expenditures— 
Out of current authorizations. .................--- Suandaads 665, 913 694, 800 773, 000 
Perse OF TOR MUGNOPIRONIONNE. 4g ds5 on cine cncics cccnanncsses 46, 363 | 30, 200 40, 000 
NE RDG. i530 dhs lid anngongpaneathudebaanes 712, 276 725, 000 813, 000 
Balance no longer available: | 
Unobligated (expired for obligation) --............--------] EW Tata ctedeccesch ones 
Other __.-- : 7 ee | 5, 507 sine setae — 
Obligated balance carried forward. ___-...------ Ss ete Sn 33, 034 45, 234 | 56, 234 
Total expenditures and balances_.-.-.........----.---- 4 752, 426 770, 234 | 869, 234 


Mr. Wuirren. We come now to the library. In that connection, 
we would like to insert pages 427 and 428 and 431 through 434 of the 
justifications in the record at this point. 

(The pages referred to follow :) 

LIBRARY 


PURPOSE STATEMENT 


Function.—The library, pursuant to the Department’s Organic Act of 1862, and 
under delegation from the Secretary, “procures and preserves all information 
concerning agriculture which can be obtained by means of books * * *”. Under 
the act establishing the Department, the library also serves as the National 
Agricultural Library. 








1338 


Activities —The library makes available to the research workers of the de. 
partment and the State agricultural colleges, as well as to the general public, the 
agricultural knowledge of the world that is contained in published literature, 
This reduces duplication of effort and wasted time by enabling scientists and 
administrators to know what has been done previously in that field. In pur- 
suance of the Organic Act, the library collects current and historical published 
material and organizes it for maximum service to the Department and to the 
public through reference services, loans of publications, bibliographical services, 
and photoreproductions of library material. It issues a monthly Bibliography 
of Agriculture in which is listed the agricultural literature of the world. The 
book collection approximates 1,050,000 volumes. 

Organization.—The library serves as a staff office of the Secretary and in addi- 
tion has operating responsibilities in the field of library and bibliographical 
services. There are six specialized field branches serving major field research 
installations. In addition five State agencies provide library services to Depart- 
ment employees in designated geographical areas under cooperative agreements, 

On November 30, 1956, the library had 153 employees of whom 136 were in 
Washington and 17 in the field. 


Appropriated funds 


$735 


Appropriated, 1957___---- Sh se es Si ins slope oe ling wos = sg neg ge ease aL 
Budget estimate, 1958__.-----~- bya atsare coca witabaioten MTA ie aks Msc tis "824, 000 


Salaries and expenses 


Appropriation Act, 1957 and base for 195S8__-_- fo doiws. Lae occ. See 
Budget estimate, 1958 bbs ae cents Ps Sa ee ee ales eles te 
NG sien ctitticiniemesss ttt i ac ee _ 489, 000 


Summary of increases, 1958 


To strengthen library services essential to the expanded research ac- 


tivities of the Department__-__-_ es atocace. S52 Gee 
For contribution to the retirement fund pursuant to P ublic Law 854__ +37, 000 


Project statement 


| 
| Increase 
| 
| 


i 

} 

| 
1957 (esti- | | 1958 (esti- 

Project | 1956 mated Retire- | mated) 

| | ment costs Other | 

| (Public | 

| | Law 854) 

oe | 

1. Agricultural library services: | | | 
(a) General library services $461,103 | $485, 000 +$24, 400 +-$26,000 | $535, 400 
(b) Specialized services to research __| 237, 238 | 250,000 | +12,600 | +26, 000 | 288, 600 
Unobligated balance _- ‘ ; 1, 609 . . : ’ 
Total retirement costs (Public Law 854) [+37, 000] [+2, 100] [39, 100} 
Tot 1 appropriation or estimate 699, 950 | 735, 000 | +37, 000 +52, 000 | 824, 000 


STATUS OF PROGRAM 


Current activities —The primary function of the library, as directed in the 
basic law which created the Department of Agriculture, is to collect current 
and historical material and organize it for maximum service. It also serves as 
the National Agricultural Library. The library makes available to the research 
workers of the Department, agricultural colleges and universities, other research 
and educational institutions throughout the world, individual farmers, and the 
general public the agricultural knowledge of the world which is contained in its 
literature. This is accomplished through three major types of activity: 

Technical processes services, including selection, acquisition, classification, 
cataloging and preparation for use of all books, periodicals and other material 
added to the library collection in Washington and the field ; 

Bibliographic services, including bibliographic liaison with research and 
technical personnel, compilation and editing of special bibliographies and pro- 
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vision of an index to the world literature on agriculture through the Bibliography 
of Agriculture; and 

Reference and lending services, including individual reference and lending 
work, making photographic or microfilm copies of articles, coordinating these 
services for field personnel through branch libraries and contract agreements 
with libraries of agricultural institutions, and preserving and maintaining the 
Nation’s. and world’s heritage of published knowledge in the field of agri- 
culture. 

These services are coordinated directly with the Librarian of Congress and 
the Director, National Library of Medicine. 


SELECTED EXAMPLES OF RECENT PROGRESS 


1. Acquisition of pwblications—A continuous intensive acquisition program 
has been carried on in an effort to provide the major agricultural publications 
needed by the Department’s workers, research personnel, farmers, and the pub- 
lie generally. The collection still lacks essential agricultural information pub- 
lished in foreign countries, as well as many important domestic publications. The 
aggressive gifts and exchange program resulted in the acquisition of approxi- 
mately 70 percent of the material received. A tabulation of major acquisition 
statistics for the past 5 years and estimates for 1957 and 1958 follows: 





Number of publications received from all sources 
(gifts, exchanges, and purchases) 





Year Obligations for 
publications Number of periodical issues 
Volumes added 

to collection | 
Received | Retained 





$44, 747 | 32, 349 541, 325 | 272, 770 
44, 478 | 37, 020 | 1 611, 279 | 284, 743 
47, 839 34, 461 | 594, 646 | 274, 695 
45, 366 2 21, 451 603, 387 | 275, 112 
44,726 2 25, 414 591, 791 293, 774 
46, 000 | 30, 000 600, 000 | 300, 000 














53, 900 32, 000 | 610, 000 300, 000 
| | 


1 This increase shown in number of periodical issues received was attributed largely to materials received 
from various midwest colleges which were duplicates of serials already in the library collection. 

2 These decreases in the volumes added to the collection were due primarily to the reduction in the number 
of volumes bound and decrease in the branch inventories. 


Nore.—The figures in ‘‘ Volumes added to collection’’ exclude the backlog of unprocessed material com 
prised of approximately 23,000 volumes at the end of 1956. 


2. Reference and lending services.—A number of management improvements, 
some of which were due to employee suggestions, reorganization of the reference 
work, and the centralization of the photocopying work resulted in more efficient 
handling of the reference and lending work. This adjustment is reflected in 
the following statistics which show small increases in both reference and circula- 
tion services. 


Percent of 
1955 ! | 1956 increase (+) or 
decrease (—) 


Volume of loans and circulations: 
Washington 


sbisedtk piece’ Palins Miaivenicioeiaiae 384, 122 | 372, 471 —3.0 
Field_.__- phe ee de ~ ae en | 764, 258 798, 494 +4.4 
Toul. ..<.- Sere se : cil 1, 148, 380 1, 170, 965 42.8 
Reference questions answered: | 
OS ee eae sinc atecsaiags tlh Gens ninibaceli 94, 370 97, 281 | +3.1 
UGE hé isa ch cas cee ddcens ned owatiiwes etic sosdadl 39, 561 43, 789 +10.7 
Mendk, jes + et UE eh ide ddl 133, 931 | 


| 141, 070 +5.3 


! Adjustment of 1955 figures for comparability to 1956 figures necessitated by adoption of new procedures, 


87767—57—pt. 3——19 
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8. Preparing published material for .wse—During 1956, 15,269 titles were 
classified, cataloged and arranged to make valuable information readily available 
to Department workers; 293,774 serial publications were recorded and made a 
part of the collection. 

4. Bibliographic services.—As the result of a questionnaire circulated to 
domestic subscribers of the Bibliography of Agriculture, the policy concerning 
material to be included in this index to the collection in the field of agriculture 
and the related sciences was modified. Items of limited importance are being 
gradually eliminated and greater effort has been made to emphasize material 
of primary importance to the users; 97,202 items were included in this bibliog: 
raphy during 1956, a decrease of 3,496 under the 1955 figure. 

There were 35 bibliographies, indexes and lists prepared on specialized sub- 
jects. Examples of this type of service are three bibliographies on tropical 
plants prepared for United States specialists at the Federal Experiment Station 
in Puerto Rico who were working on the introduction of plants in that area for 
commercial use,.and a selected bibliography on weather-crop relations in the 
Great Plains prepared for the Joint Research Committee on Weather and 
Agriculture in the Great Plains. 

5. Preservation and maintenance of the collection.—The library continues 
to have its binding completed by a small business concern under a waiver issued 
by the Public Printer. Under the 1956 contract 5,000 volumnes were bound for 
the main library and 1,285 volumes for various field branches. 

Nine hundred and sixty two titles (7,649 pieces) were decataloged in the field 
of medicine and hygiene as of limited value. These were made available to 
the Armed Forces Medical Library, the Library of Congress, the National In- 
stitutes of Health, and the Veterans’ Administration. This activity, and a policy 
change on the number of copies of USDA publications retained for the collection, 
provided some relief to the serious question of adequate stack space. 

6. Photocopy services.—Continuing the policy of centralizing work which can 
be handled more effectively in one unit, the portion of the photocopy work being 
performed by the Reference Section was transferred to the Circulation and 
Photocopy Section. This centralization has resulted in a smoother running 
operation and speedier service. 46.297 orders consisting of 446,759 pages of 
microfilm and photoprint were completed. Of this number, 17,603 orders, totaling 
193,603 pages were provided free of charge to the Department’s agencies and the 
cooperating libraries. For the remaining orders, $43,974 was received in reim- 
bursement for the cost of operation. 


Principal overall volume of work statistics, actual fiscal years 1952-56, estimated 

















Actual Estimated 
1952 1953 1954 1955 | 1956 | 1957 1958 
—} — — — — — — _ = —— aa rd 

Titles cataloged -- 15, 536 16, 809 16, 295 15, 070 15, 269 16, 000 | 16, 750 
New cards added to library | 

eatalog__ 77,855 | 87,407 85, 413 71, 519 67, 333 70, 000 75, 000 
Loan of books or periodicals ! 1, 268, 054 |1, 218, 244 |1, 145, 236 |1, 148, 380 |1, 170, 965 |1, 200,000 | 1, 225, 000 
Reference questions answered !_| 138, 242 136, 855 130, 677 133,931 | 141,070 | 145,000 150, 000 
Serial publications entered 272, 77 284, 743 274,695 | 275,112 | 293,774 300,000 | 300,000 
Requests for photocopy filled 43, 767 43, 168 49, 432 48, 187 46,297 | 47,000 47,000 
Itéms indexed in eee 

of Agriculture : 95, 962 99, 993 95,670 | 100,698 | 97,202 | 98,000 98, 000 
Volumes bound 9, 508 6, 068 9, 264 | 5, 893 | 6, 285 6, 300 6, 750 
Obligations for books, periodi- 

cals, newspapers and other | 

ROU Gdascddcccantncns $44, 747 $44, 468 $47, 839 $45, 366 $44, 726 $46, 000 $53, 900 

















! Adjustment of figures, 1952 through 1955, to a comparative basis with 1956 to reflect change in procedures 
adopted in 1956. 


Mr. Wnirren. I notice that in your request you are asking for 
$52.000 to strengthen services and $37,000 for the retirement fund. 

We will be glad to have your general statement. 

Mr. Monruarpt. I have a written statement. Shall I read it? 

Mr. Wuirren. You may do s0, sir. 
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GENERAL STATEMENT 


Mr. Mouruarpr. The Library of the Department of Agriculture is 
a complex of responsibilities and services, all of which have very 
naturally been assigned to the library during the past 100 years. 
Although many of the library’s responsibilities apply to several areas, 
they can be broken down into several distinct groups. First is the 
responsibility of the library to the Denartment of Agriculture to 
serve the program and research staff in Washington and in all parts 
of the United States. Second, the library serves as a resource center 
for all Government departments which need the scientific publica- 
tions in its collection. Third, it provides to every land-grant college 
or university in the country a center for information which is not 
or cannot be preserved in the individual library collections. Fourth, 
it is the National Library of Agriculture serving directly any indi- 
vidual, or any group which has a legitimate need for information. 
Fifth, it is a service center for the agricultural and allied industries. 

For almost 100 years this library has continuously supplied neces- 
sary service to all of these groups. Basic to this service is the col- 
lection of printed material itself which must comprise all significant 
agricultural publications from every part of the world. For most 
of the 20th century this library has been internationally regarded 
a3 the world’s finest collection of agricultural publications. 


RESEARCH PUBLICATIONS 


Research workers as well as libraries find it increasingly difficult 
to keep current with the expanding output of agricultural publica- 
tions. Not only is the number of publications continually increasing, 
but in addition the interdependence and interrelationship of scientific 
research broaden our field of responsibility. Recognizing that it can 
no longer aim at completeness even in the field of agriculture, the 
library is constantly eliminating requests for marginal materials 
which it considers to have limited usefulness. Even the elimination 
of this material from our procurement program, however, has left 
the library with insufficient funds to purchase basic publications. We 
are holding many requests from Department research workers for 
publications urgently needed in their work. Typical of the publi- 
eations which we cannot purchase with our present funds are: 

1. Russian scientific journals now being issued in English trans- 
lation. 

2. Significant publications in the atomics field, required by research 
scientists in many phases of the Department’s work. 

8. Foreign books and journals in the field of agriculture. The 
acquisition of printed materials is, however, only the first in a series 
of responsibilities for the library. Once the publications are acquired, 
they must then be cataloged, indexed, and prepared for use. Beyond 
this the library must prepare comprehensive and selected bibliog- 
raphies to guide the scholar through what scientific leaders today refer 
to as the flood of printed information. And, as a final step, referencé 
and circulation assistance is furnished to those who need printed 
knowledge in their work. 
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LIBRARY MANAGEMENT IMPROVEMENT 


Faced with what appear to be unlimited problems in acquiring and 
servicing these materials the library has for 50 years pioneered in 
library management improvement techniques and efficiency methods, 
It has been a leader in librarianship in the printing of catalog cards, 
the use of microfilm and photoprint for interlibrary loans and in 
cooperative efforts among Government and agricultural libraries in 
collecting and listing printed publications. The administration of 
the library has been formally commended by professional associations 
for its leadership in management and efficiency techniques. The 
entire staff of the library is alert to the need for more efficient meth- 
ods, and improvements are continually being adopted. These im- 
provements, however, have absorbed only a small part of the added 
costs in the library’s basic responsibilities. 

The requested increase of $89,000 for next year includes $37,000 for 
meeting retirement costs under Public Law 854, applicable to the base 
for 1958, and $52,000 to meet the increased demands for the Depart- 
ment’s research and other programs. 

The $52,000 is needed to meet urgent requests for additional pub- 
lications and for services. Research is a departmentwide respon- 
sibility and the library provides assistance to the small as well as to 
the large centers. The Vicksburg, Miss., infiltration project of the 
Forest Service was furnished with a bibliography on liquid nitrogen 
to assist in research on soil moisture content. Typical of the assist- 
ance to the Department’s research program of industrial uses for 
agricultural products is the bibliography now in preparation on rice 
hulls and rice straw. Special bibliographies on animal diseases 
have recently been prepared for research workers, providing a basis 
for further study. Work on these projects by the Department's 
scientists directly contributes to the many aspects of the Nation’s 
development. Within the fields of the Department’s specialization, 
the library must have at hand all significant publications from all 
parts of the world in any language. Assistance and guidance are 
provided the scientist in his work and costly time-consuming dupli- 
cation of work previously done is avoided. 

To enable the library to keep current with its service requirements, 
the additional $52,000 requested is needed for the following items: 

Thirty-five thousand one hundred dollars is requested to meet the 
need for additional staff in the field and in Washington. With in- 
creased emphasis on utilization research, we have requests for addi- 
tional personnel at our branch libraries which are located at instal- 
lations where intensive research is being conducted. Of the total 
amount, $17,500 would be used for this purpose and $17,600 is required 
for bibliographic, lending, and cataloging needs in the main library. 
As you know, we have contracts with five land-grant libraries fur- 
nishing service on a contract basis to the Department’s field staff. An 
increase of $4,200 is requested to meet increased costs to these libra- 
.ries in providing these services to the Department. 

Prices of needed journals have increased 61 percent in the past 
10 years. Comparable increases have been made in the price of books. 
In addition, many new scientific journals, foreign as well as domes- 
tic, are required by our staff. An increase of $7,900 is urgently needed 
for the acquisition of publications to more adequately serve the re- 
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search and technical workers in the Department. The remaining part 
of the increase is required principally for binding some of the more 
important publications, penalty mail costs, and for special bib- 
liographies. 

RESEARCH ACTIVITIES 


Mr, Wuirren. What did you do with the $35,000 that you received 
last year for increased research activities ? 

Mr. Monruarprt. Sir, we divided our efforts into two parts and with 
the $35,000 last year we decided to strengthen the central collection 
perough additional staff and through increases in the procurement and 
in additional binding. 

Mr. Wuirren. I note that you use the words “for research activi- 
ties.” I cannot see that your work would be described as research. 

Mr. Monruarpt. Sir, our library is considered as a research library. 
The primary basis of the operation of the library is to promote and 
serve research so that even the acquisition of materials and the cata- 
loging of materials is basic to the researchj to the assistance that we 
provide to research. 

Mr. Wuirren. It is not research in its common acceptance of the 
—- It is work in connection with making research results avail- 
able. 

_ Mouruarpr. Yes, sir. I am sorry if I have not made that 
clear. 

Mr. Roserts. The library assembles existing material on research 
from all over the world for the use of the researcher who is actually 
doing the work on a particular project. 


RUSSIAN PUBLICATIONS 


Mr. Wurrren. I notice that yes do not have the money to buy 


Russian publications now available in English, To what extent are 

Russian publications available to you, if you were able to buy them? 
Mr. Monruarpt. There isa strong effort on the part of the scientists 

in the country to have the entire journal translated. At the present 

oe there are about 10 that we are interested in. The prices are very 
igh. 

Mr. Wuirten. That is the price of translation ? 

Mr. Monruarnt. Yes, sir; the price of the journal. 

Mr. Wuirren. I was in Russia last fall and almost everywhere I 
saw American scientific magazines. The ones I saw had not been 
translated into Russian although they were 1956 issues. A collective 
farm, which I visited, also had farm magazines. Apparently our ma- 
terial is being made available to them and they may be able to make 
some use of it. In almost every place I stopped someone would try 
to talk in English. Apparently they are teaching it in the high 
schools. 

Mr. Monruarvt. They make good use of our publications because 
they have what is considered to be one of the best abstracting services 
inthe world. They take the principal scientific journals in this coun- 
try and abstract them and notify their scientists of what is available. 
Ithink that anything that we do that is published they know about. 

Mr. Wuitren. How many new people did you add last year and 
how many will this provide for 1958, Mr. Mohrhardt? 
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Mr. Monruarptr. We put on 4 additional staff members with the 
money provided, and we are asking for 8 additional this year. 

Mr. Wuirren. We recognize the value of your very fine service, 
Do you have questions, Mr. Marshall ? 

Mr. Marsuati. How do you coordinate your work with the Con- 
gressional Library ? 

Mr. Mouruarpt. We have had committees, informal and formal, 
working with them for the last 30 years. At the present time we do 
not have any formal committee. However, we meet often with vari- 
ous members of the staff and both they and we try to avoid any un- 
necessary duplication. We also work very closely with the National 
Library of Medicine, trying to avoid duplication with them. 


LIBRARY CIRCULATION 


Mr. MarsHauu. Approximately how many volumes do you have in 
your library ¢ 

Mr. Monruarpt. We have about 1,080,000 at our last estimate. We 
have never had any exact inventory. We have worked on a base that 
was established some years ago, but we made a recent study and the 
figure I gave you is the one we think is fairly accurate. 

Mr. MarsHauu. I promised Miss Bercaw last year that I would 
come to look at the library. I did not do that last year and I hope 
this coming year that I can. 

Mr. Roserts. The invitation is still open, Mr. Marshall. 

Miss Bercaw. When are you coming ¢ 

Mr. MarsuHauu. That, I cannot say, but I am still hoping I will 
have the opportunity. 

Miss Bercaw. We would certainly like to have you very much. 

Mr. Wuirrten. We wish to thank you for your presentation. The 
fact that we have taken no more time than this is in part because it is 
late in the day. However, the major part is because we recognize the 
value of your work. 
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JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OFFI- 
CER, DEPARTMENT OF AGRICULTURE 
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1956 actual | 1957 estimate | 1958 estimate 
| 
peceocbanenemmeaniea ae iene |__|} 
Program by activities: 
1. Publications review and distribution $621, 231 $643, 317 $694, 650 
2. Review and distribution of current agricultural infor- | 
mation 464, 545 | 473, 979 528, 230 
3. Review, prepar: ation, ‘and distribution of visual agri- 
agricultural information - : ee 207, 672 207, 704 242, 120 
— af eel - — 
TOR CRB nb cncccccdsiccechae Gnstimenade 1, 293, 448 1, 325, 000 1, | 465, 000 
Financing: | 
Comparative transfers from (—) other accounts. -- ; —17, 100 |..--.------ scl 
Unobligated balance no longer available. - . - ees ; G SER Aiscubite 
DO ctenestdceckensunnsasedener~ . oan s 1, 281, 500 ‘L, 325, 000. 1, 465, 000 
| 
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Obligations by objects 
1956 actual | 1957 estimate | 1958 estimate 
Total number of permanent positions-__.-.- 128 132 147 
Full-time equivalent of all.other positions. Di Lxtmdeacccdsuaebiaudas tance 
Average number of all employees. --.......-..---.--..-------- 117 120 135 
Number ef employees at end of year__.....-........---------- 130 133 148 
Average salaries and grades: 
General schedule grades: 
SPONY CN vn kc dete welsbccc cece sce enl e ee $5, 524 $5, 655 $5, 698 
I ia ncicbe taiisd add Sitgigh osntennk east’ GS8-6.9 GS8-7,2 GS-73 
Ungraded positions: Average salary............-.-..--.-- $4, 128 $4, 160 $4, 228 
01 Personal services: 
ke nee ndwabsbaccuecascelons $645, 475 $679, 575 $767, 972 
Positions other than permanent............-.....-.--- 3, 15 Te oe. ae 
Regular pay above 52-week base--.........-.-...----- PI Ni aaah eerie 2, 418 
Payment above basic rates.........-.......-.....-.-- WOO he fduh sean. essen csctngg 
Dietal pessenal coryiecs.-.. 2... 22222..22-2 2225... 651, 592 679, 575 770, 39 
Ne os ah cua dbawiwennews 11, 319 12, 500 13,000 
ce 2, 387 2, 300 2, 000 
04 Communication services.__.-.......--.-------.-.-----_--- 85, 444 66, 000 65, 000 
ee OT ae 500, 289 512, 425 518, 210 
G7 Other contractual services...........--- 2 2c 6, 756 14, 500 14, 000 
Services performed by other agencies_.............__. 18, 865 25, 000 25, 000 
Ae I I a nnn ly he 7, 257 8, 000 8, 000 
ee SEE SR ERE OT ERT oP oe RSE? ee at 9, 154 4, 300 2, 000 
1l Grants, subsidies, and contributions: 
EET OUP SUGINUNIIIINS PIII ooo nnn enero dannccclechnppeccecessloiesnnenns 47, 000 
35 Domes and esussmmonts og. 65s pi a 385 400 400 
hott seals cd 
No Bic ic, dich ocuabiacdchecccdncuccctene 1, 293, 448 1, 325, 000 1, 465, 000 
Budget authorizations, expenditures and balances 
1956 actual | 1957 estimate | 1958 estimate 
BUDGET AUTHORIZATIONS AVAILABLE 
RINE ontusinne sass Rina nested ~<p ponbbeenecenpenion $1, 281, 500 $1, 325, 000 $1, 465, 000 
Obligated balance brought forward - -.....-.....-....---..--- 417, 006 584, 692 524, 279 
Increase in prior year obligations.......................-..-.-- LED Ttl cpickannckat manbehuns coal 
Restored from certified claims account........................].....--------- Te D  csiemeniaiesiall 
Total budget authorizations available_................-- 1, 703, 239 1, 909, 779 1, 989, 279 
EXPENDITURES AND BALANCES p ' 
Expenditures— 
Out of current authorizations. ..........................-- 905, 057 935, 500 1, 037, 500 
Out of prior authorizations...........................---. 208, 060 450, 000 425, 000 
is Souenbiadivnceensnen 1, 113, 117 1, 385, 500 1, 462, 500 
Balance no longer available: 
Unobligated (expiring for obligation) ....................-- Be Uinninccinsccckksbscsesccveolee 
a ceciibabt: UE ae La ns Anke 
Obligated balance carried forward_...............-..----.--.-- 584, 69 526, 779 
Total expenditures and balances..........-......---..-- 1, 703, 239 1, 909, 779 1, 989, 279 


Mr. Wuirren. The meeting will come to order. 


the Office of Information. 


any general statement that he would like to make. 


JUSTIFICATION OF THE ESTIMATE 








We have with us 


We will have Mr. Lyle Webster present 


Prior to that, I should like to insert pages 410, 411, and 417 through 
495 of the justifications in the record. 
(The material referred to is as follows:) 
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OFFICE OF INFORMATION 


PURPOSE STATEMENT 


The Office of Information was established under its present name in 1925 as a 
consolidation of functions formally organized as early as 1889, to coordinate in 
the Department the dissemination of information useful to agriculture as di- 
rected by the act establishing the Department of Agriculture in 1862, 

The Office has general direction and supervision of all publications and other 
information policies and activities of the Department including the final review, 
illustrating, printing, and distribution of publications; clearance and release of 
press, radio, television, and magazine materials; maintenance of central files 
of news and general illustration-type photographs; and the preparation and 
distribution of exhibits and motion pictures. The Office publishes the Yearbook 
of Agriculture, the annual report of the Secretary of Agriculture, the Depart- 
ment Directory, the Department List of Publications; handles the details of dis- 
tributing farmers’ bulletins allotted to Members of Congress ; and services letter 
and telephone requests for general information received in the Department. It 
also produces visual informational materials, such as motion pictures, exhibits, 
art and graphics materials, and still photographic work for the Department and 
other Government agencies through reimbursements. 

Regular employment as of November 30, 1956, totaled 217. The Office has no 
field employees, except part-time or intermittent workers for seasonal use in dis- 
playing exhibits at State fairs and similar agricultural activities. 


Appropriated funds 


Appropriated, 1957 $1, 325, 000 
Budget estimates, 1958 


Appropriation Act, 1957 $1, 325, 000 
Budget estimate, 1958 


Increase 


Summary of increases, 1958 


For publications improvement work in cooperation with States $12, 290 
For informational materials for rural-development program 21, 343 
To handle greater volume of information resulting from new pro- 
grams and increased research 41,161 
For new exhibits to supply increasing demand from land-grant 
22, 706 


For contribution to the retirement fund pursuant to Public Law 854_ 42, 500 


Project statement 


Increase or decrease 


1957 (esti- 1958 (esti- 
mated) Retire- mated) 
ment costs 
(Public 
Law 854) 


1. Publications review and distribution $621, 231 $643,317 | +-$17,700 
2. Review and distribution of current 
agricultural information..............- 464, 545 473, 979 +13, 090 +41, 161 528, 230 
3. Review, | pe ere and distribution 
a 


of visual agricultural] information 7, 67. 207, 704 +11, 710 +22, 706 242, 120 
Unobligated balance....._- 2 ~ enw nn=abeighonmane wonn2|aennosmasea 
Total retirement costs (Public Law 854) - -- [+42,500]}  [+-4, 500]! [47, 000] 


Total available or estimate... ....-- 1,298,600 | 1,325,000 +42, 500 | 1, 465, 000 


Advance from ‘“‘Administrative expenses, 
Commodity Credit Corporation’”’..._...- 


Total appropriation or estimate 
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STatTus oF PROGRAM 


Current activities—The primary functions of the Office of Information are; 
(1) Overall coordination of all information work in the Department. 
(2) Final review of all information materials released to the public, and 
(3) Coordination of agricultural information activities with those of other 
Federal and State agencies. 

The Office provides a service to the Department and its constituent agencies 
designed to assist farmers, organizations, and institutions interested in agricul- 
ture, and the public at large to obtain useful knowledge pertaining to the Nation’s 
agriculture by providing factual information on results of agricultural research 
work, trends in agricultural programs and policies, and similar information. 
The work of the Office in the dissemination of information useful to agriculture, 
falls into three major activities: 

Publications, which includes the management of the publications program 
(both printed or otherwise processed) of the Department, including policy review 
and clearance, printing, and distribution ; 

Current information, which includes press, radio, and television materials; 
special reports, and the compilation and publication of the Agriculture Year- 
book ; and 

Visual information, which includes exhibits, still photographs, art and graphics, 
and motion pictures. 

The Office cooperates with commercial, industrial, and other nongovernmental 
organizations and sources relative to information work as required in carrying 
out the programs of the Department. 


SELECTED EXAMPLES OF RECENT PROGRESS 


Publications improvement program.—The Office of Information has moved 
actively ahead in its efforts to improve the Department’s publications program. 
Specific steps include: 

Publications recommendations disseminated.—The report of the Department 
Publications Review Committee to the Secretary of Agriculture was printed in 
August 1955 and provided a continuing guide to the various agencies of the 
Department. Copies were transmitted to the land-grant college and university 
deans of agriculture, directors of agricultural extension and research, and agri- 
cultural extension and research editors. 

Agency committees recommend publication plans.—Agency Publications Com- 
mittees played an increasing role in planning publications with emphasis on wider 
value and interest, better presentation, and greater economy. The Office of In- 
formation is represented on each committee. These committees have been highly 
effective in reviewing proposals for publications, passing on subject matter, select- 
ing subjects most necessary, keeping length to a minimum, and watching economy. 

Series streamlined.—The publication series for the Department are stream- 
lined from 24 to 16 types to simplify their use and fit them to present-day 
needs. This revision became operative on February 1, 1956. 

Publications workshops held.—The Office of Information cooperated with agen- 
cies in holding three workshops or clinics on planning, writing, and producing 
publications, 1 in November—December 1955, 1 in April 1956, and 1 in June 1956. 

Periodicals improved.—The Office has worked in close cooperation with the 
agency information staffs in improving the timeliness, effectiveness, and format 
of their periodicals, particularly Foreign Agriculture, the Agricultural Situation, 
and the new Agricultural Marketing. 

Land-grant colleges kept informed.—The practice of providing to State agri- 
cultural colleges a monthly notification list of manuscripts received was contin- 
ued in order to obtain increased coordination between the publications programs 
of the Department and the colleges. 

Purchase arrangements simplified —Arrangements were made with the Super- 
intendent of Documents to discontinue the cumbersome arrangement which 
required land-grant colleges and other State agencies to pay in advance for all 
publications ordered. 

Annual reports and directories held down.—Publication of the annual reports 
of agencies of the Department was again kept to a minimum under the policy 
established in 1954. Publication of a Department directory rather than separate 
agency directories also was continued. 

Outdated publications revised.—F urther progress was made in the program to 
revise outdated popular bulletins. Manuscripts for 39 revisions of farmers’ 
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pulletins and other popular publications were received during the 1956 fiscal 
year and 26 were submitted to the printer. 

Publications exhibits provided.—Programs to explain the publications work 
of the Department and exhibits of publications were arranged. Exhibits were 
shown at the Department, at the International Livestock Exposition in Chicago, 
and at the annual meeting of the American Association of Agricultural College 
Editors. People attending the International Livestock Exposition in Chicago, 
November—December 1955, selected publications from this exhibit which resulted 
in a record number of 55,000 copies of USDA publications being distributed. 

Processed material cleared.—Early in the fiscal year 1956, Secretary’s Memo- 
randum No. 1384 gave the Office of Information expanded responsibility for 
review of material to be processed. As a result, a total of 907 manuscripts and 
other materials intended for mimeographing or other processing in the Depart- 
ment plant were reviewed by the Office to determine the necessity for, and the 
most economical means of, reproduction. In contrast, 183 publications manu- 
scripts in this category were reviewed in fiscal year 1955 when other materials 
intended for processing in the Department plant were not subject to Office of 
Information clearance. This added responsibility accounts for the increase of 
635 items over fiscal year 1955. Of the 907 materials reviewed, 272 were publi- 
eations manuscripts. 

Printing management produced tangible savings.—-Recorded savings totaled 
$23,000 in the fiscal year 1956 as a result of technical adjustments in specifica- 
tions for printing jobs. In addition, suggestions on the printing of forms for the 
soil-bank program alone reduced costs by more than $11,000. During fiscal vear 
1956, 3,773 printing orders were processed compared with 3,720 in 1955. Direct 
purchase of tabulating cards, as opposed to purchase through the Government 
Printing Office, in keeping with recommendations of the Hoover Commission, 
has brought definite savings to the Department. The most economical repro- 
duction has been sought for each agency manuscript as it has come to the Office. 


Data on publications production and processed materials review 


1955 1956 


New publications to the printer- .- sil Ase Desivniinn enticne Sy 0 dkedaan ieee ee es 391 401 
Reprints to the printer, including slight revisions oA sc adp wait daidna shane 358 372 
Revisions to the printer... _--- : bz tPA) ee 59 46 

(Revisions of popular publications) -_ Weeks (47) (26) 
Processed publications cleared tees sccaiaeinee pied ap Pend 183 272 
Other processed materials reviewed -_-.-- hsdpa eel ieiecacleridilitrdllins 635 


Total requests for publications increased in 1956.—Congressional requests for 
copies of publications were 13 percent higher than the average for the past 5 
years and total requests for copies of publications, general information, and 
mailing list service in 1956 increased slightly over 1955 as shown in the following 
table : 


Fiscal year Congressional Total 
requests requests 





241, 191 853, 933 
376, 957 1, 021, 214 
350, 130 949, 626 
508, 918 1, 140, 229 
415, 518 937, 593 
426, 525 954, 225 


The figures in the above table do not include the many inquiries for press, 
radio, television, exhibit, and still- and motion-picture information. 

Data on publications handled—A comparison of the number of copies of 
publications handled on order or request to the Office during the fiscal years 
1955 and 1956 and estimated requests for 1957 and 1958 is as follows: 








1350 


Copies of all publications 





ens, 
































1955 1956 Estimate, | Estimate, 
1957 1958 
Total stocks of all publications at beginning of year. ..-- 11, 219, 042 | 9, 563,602 | 9,186,958 | 10, 000, 000 
ING PRE soo nade thobqagessdddngecstacatnocaney 20, 698, 892 | 16, 070,056 | 21,813,042 | 22, 000, 009 
UUORONIONS, ON Ul 8s eg Olt ec Luck 7, 761, 596 | 10,141,619 | 9,000,000 | 9, 000, 000 
Total available for distribution.......-.-...---..- 39, 679, 530 | 35, 775, 277 | 40,000,000 | 41, 000, 000 
Tn RE a) a ee 9, 563,602 | 9, 186,958 | 10, 000, 000 10, 000, 000 
TOR GIP IFEOR a 5 bee cto d cee smectic gsmappoenced 30, 115, 928 | 26, 588, 319 | 30, 050, 000 31, 000, 000 





Copies of farmers’ bulletins 











; caiiareabel 
1955 1956 | Estimate, | Estimate, 
1957 1958 
Total stocks of all bulletins at beginning of year ----_- 7, 454, 217 6,042,629 | 5,690,797 6, 000, 000 
EEE | OE OP Te eS 2, 370, 000 1, 860, 000 2, 309, 203 2, 000, 000 
I AECL CIR oil oat dadatonasereusmagereseeseqres 6, 109, 390 7, 767, 700 8, 000, 000 8, 000, 000 
Total available for distribution..._...........--... 15, 933, 607 | 15, 670,329 | 16,000,000 | 16,000,000 
ee EE i eee a 6,042,629 | 5, 690, 797 6, 000, 000 6, 000, 000 
otal Gani essed edible ee ce 9, 890,978 | 9,979,532 | 10,000,000 | 10,000,000 





Mailing lists —Shown below are the mailing list workload items handled in 
earrying out the responsibilities of maintaining the central mailing list index 
and of supervising the mailing list activities of the Department. This index is 
a consolidated file made up of names and addresses appearing on all mailing 
lists controlled and serviced by the various agencies of the Department. 

The primary purpose of the index is to avoid duplicate mailings of publications 
and other materials to persons who have requested more than one agency to 
place their name on a mailing list. By requiring that all agencies submit through 
the Office of Information adds, drops, and changes on mailing lists, it is possible 
to verify and check other listings under the same address and to take further 
action or to make them a part of the index. 


| 1955 1956 Estimate, | Estimate, 








1957 | 1958 
Names included on index on June 30_.-........ acne 381, 794 392, 580 397, 580 402, 580 
Mailing lists in index_.........._... eck h hiwde 1, 137 1, 189 1, 190 1,19 
Mailing lists revised.................. Lp tbsxwas rh gabe key 83 114 | 125 125 
Workload items: vo ea 
Additions to lists... Rie eee ee dadhhe 59, 653 52, 550 50, 000 50, 000 
Names or addresses changed. ..................-- 28, 429 36, 607 40, 000 40, 000 
Names or addresses dropped. -..-_...............---- 38, 033 41, 764 45, 000 45, 000 
ee ys a pcan 126, 115 130, 921 135, 000 | 135, 000 





Press and special reports activities—The Office issued 3,666 releases and re- 
ports during the 1956 fiscal year which was about 350 more than during 1955. 
This increase is attributable to an increase in the number of releases reporting 
the disposition of agricultural commodities under terms of Public Law 480, the 
USDA’s emegency disaster programs (drought, flood, hurricane), and the De- 
partment’s marketing activities. 

During the year, the circulation of USDA’s daily summary of press releases in- 
creased by about 200 and now totals nearly 3,600. This Office continued to use 
this daily digest as an eeonomical means of filling requests for agricultural 
information. 

In addition to editing, clearing, processing, and distributing the Department’s 
press releases and reports, hundreds of telephone, letter, and in-person requests 
for information and background information on USDA’s programs and activities 
were handled. 
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Food and Home Notes service.—The weekly Food and Home Notes, which goes 
to women’s editors, women’s radio and television program directors, free-lance 
writers, State extension editors, home demonstration leaders, and food, nutrition, 
and homemaking specialists in the States, continued to report on developments 
in fields of interest to women. At the year’s end, circulation of this letter was 
2,830, an increase of more than 600 from the previous year, evidencing a sharply 
increasing interest in USDA information, 

USDA Farm Paper Letter service—The number of farm magazine and news- 
paper farm editors requesting the weekly Farm Paper Letter increased from 370 
to 400. This letter reports briefly on USDA activities and progress, giving the 
editors the highlights of agricultural developments for editorial use and follow- 
up. At the request of farm magazine editors, arrangements were made to pro- 
vide advance information, especially in the research field, to give them an oppor- 
tunity to release the information on a more even time basis with other mediums. 

Special releases coordinated.—The Office of Information continued leadership 
in coordinating and directing information work on special programs and prob- 
lems that affect several agencies’ interest and activities. This called for broad 
scale informational approach on such subjects as (1) the new soil-bank program, 
(2) the first annual Farm-City Week, (3) the 50th anniversary of the Federal 
Meat Inspection Service, (4) the National Farm Safety Week, and (5) the several 
plentiful food promotion drives, including such commodities as dairy products, 
pork products, turkeys, and potatoes. 

Advance release for extension editors.—The Office continued development of 
a system of “advance” releases, particularly in the field of agricultural research, 
to enable State extension editors and those they serve to make greater use of 
USDA information. Under this plan, releases are issued with an advance publi- 
eation date of 10 days to 2 weeks giving editors time to adapt stories to their 
own localities and release them to local daily and weekly newspapers simul- 
taneously with the national release. Nearly 100 USDA press releases were sent 
to the States with advance release dates. An additional 137 releases were 
prepared and sent for exclusive use in the States. Special information and policy 
statements were also provided to the State extension editors by advance mailings. 

Agriculture yearbooks.—The 1955 Yearbook of Agriculture, Water, was pub- 
lished in November 1955. It covered many phases of water including our need 
for water, where we get our water, water and our soil, caring for our watersheds, 
water and our forests, water for irrigation, water for crops, ranges, pastures, 
gardens, turf, and orchards, drainage of fields, water and wildlife, pure water 
for farms and cities. and future needs for water. 

Publication of the 1956 yearbook, Animal Diseases, was completed in August 
1956, almost 3 months earlier than the previous yearbook. This book deals with 
such subjects as the relationship of animal diseases to the welfare of human 
beings; the animal disease program of the United States; economic losses from 
diseases and parasites; causes and protection against diseases and parasites; 
specific diseases affecting cattle, swine, sheep, goats horses and mules, poultry, 
fur-bearing and other domesticated animals; the so-called exotic diseases, such 
as rinderpest ; and animal health and the future. <A digest of laws relating to 
animal diseases is also included in this yearbook. 

The 1957 yearbook will be devoted to the productivity and management of soil. 
It has been outlined and manuscripts are in preparation. It will include chapters 
on the formation of soils and their physical properties, plant nutrients, the use 
of fertilizers, tillage, erosion, irrigation, drainage, soil management, and other 
specific agricultural problems related to the use of the land. 

Radio and television activities —An increase in the number of radio and tele- 
vision stations, coupled with a changing pattern in radio programing because of 
the growth of television, brought greater demand for USDA radio and television 
services. AM radio stations increased from 2,732 to 3,020, and television stations 
now total 468. The Bureau of the Census reports that over 98 percent of the 
homes in the United States now have 1 or more radio receivers, and that 75 per- 
cent of the homes have television. Almost 50 percent of the farm homes now 
have television as compared to about 30 percent a year ago. 

The Department worked with the National Association of Radio and Television 
Broadcasters and the National Association of Television and Radio Farm Direc- 
tors in planning and developing materials on USDA programs and activities that 
would reach the largest audiences and benefit agriculture the most. 

Network activities.—The Department continued its cooperation with the Na- 
tional Broadcasting Co. in the production of the National Farm and Home Hour. 
During 1956, a regular feature on homemaking was incorporated into this pro- 
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gram. The Department continued its cooperation with the American Broad- 
casting Co. in the production of the weekly American Farmer program. The 
handling of subjects on this program has been the responsibility of the Depart- 
ment since April 1954 through informal arrangement with the ABC network, 
The use of tape recordings made at land-grant colleges for this program wag 
increased and has become one of the more popular features of the program, 
During fiscal year 1956, 85 tapes of this type were used on the program, a 20- 
percent increase over the previous year. USDA personnel appeared on NBC 
radio each week over a 4-month period in a live, 2-way conversation (Washing- 
ton to New York) with radio-program personalities to report USDA recom. 
mendations in the fields of nutrition, food preparation, and home-economic 
research. 

The Office of Information cooperated with television networks in the produc- 
tion of programs featuring USDA officials and special activities. 

Services to individual stations.—The weekly Radio Farm Director letter, pro- 
viding news and background material, went to 689 farm broadcasters compared 
to 436 a year ago. Over 50 people of related fields, such as farm advertising and 
agricultural public relations, continued their requests for this letter. 

Requests from individual stations for recording services increased substan- 
tially. A radio-tape library, containing short statements and interviews with 
Department scientists and officials on items of current importance, services many 
of these requests. Nonprofit trade associations have cooperated with the Depart- 
ment by distributing recordings to radio stations through their own channels, 

Increasing interest in USDA information has been evidenced by requests from 
women broadcasters on radio and television stations. 

Television package service.—The weekly package service now serves 144 tele- 
vision stations on a request basis with an average of 110 stations each week, 
Additional stations use them as they are reissued from land-grant colleges as 
a part of the college television program services. <A series of Beltsville newsreels 
depicting up-to-date research work underway at the Beltsville research station 
has been incorporated into the package service. In cooperation with the Agri- 
cultural Marketing Service, four short films, promoting the greater consump 
tion of surplus foods, were issued. 

Visual activities.—Since the centralization of the production of visual ma- 
terials, the Office has cooperated with the land-grant colleges and agricultural 
trade associations in planning and participating in workshops, lectures, and 
seminars designed to create better visual materials for agricultural information. 
The fourth annual workshop sponsored by the Office was held in January 1956. 
Although begun in 1953 as a film workshop, it has now been broadened to include 
other visual media. Information specialists at the land-grant colleges, State 
extension specialists, and representatives from commercial organizations gen- 
erally participate in these events along with Department personnel. 

Art and graphics services.—The Office cooperates with agencies in planning 
illustrative materials on Department programs and activities. This includes 
consultation on preliminary planning of design and layout for publications and 
other materials. The centralized production of art and graphics materials is 
performed under the working capital fund on a reimbursable basis. During 
fiscal year 1956, the Office processed 1,711 jobs for art and graphics materials 
as compared with 1,499 during 1955. 

Examples of cooperation with agencies on planning are: 

Agricultural outlook for 1956.—Preplanning with Agricultural Marketing Serv- 
ice on format, style, and general appearance of outlook charts and publications 
and the establishment of procedure of processing program. 

Agricultural Marketing (new periodical publication).—Preplanning with Agri- 
cultural Marketing Service editors in determining format, type selection, style, 
and appearance of periodical and establishing schedule and general guidance in 
organization. 

Soil bank program.—Preliminary consultation with agencies as to the most 
effective visuals for program implementation. 

Timber resources program.—Planning with Forest Service representatives on 
visual phases of program, including contractural negotiations with commercial 
establishments. 

Still photographic services—The Department’s still photographic services are 
centralized in the Office of Information and photographic work is performed 
under the working capital fund on a reimbursable basis. During fiscal year 1956, 
over 5,000 new photographs were made for Department agencies and approxi- 
mately 105,000 prints were reproduced from the negatives in the central file. 
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Central photograph library.—The Office continued the review of the more 
than 175,000 photographs received in the centralization of the Department’s 
news and general-type photographs. About 75,000 of these remain to be inte- 
grated into the central library. An index guide listing the subjects covered 
by these photographs is maintained as an aid to Department personnel and 
others using USDA photographs. 

Picture story series—A series of photographs showing the activities of the 
various USDA agencies are sent periodically to farm magazine and newspaper 
editors. In addition, a series of picture stories on special programs and research 
work are prepared and sent to farm magazine and newspaper editors. These 
picture stories cover such subjects as meat inspection, plant quarantine, ad- 
vances in naval stores research, making and maintaining a good lawn, etc. 

Filmstrip services.—More than 10,000 color transparencies have been placed 
in the central library. During the year, a supplement to the filmstrip catalog 
was issued. There are now about 140 USDA filmstrips available. Under the 
1956 Department contract sales totaled 4,049, with 690 going to USDA agencies 
and 3,359 to outside sources. 

Echibits showings increased.—Land-grant college and State extension workers 
increased their use of Department exhibits at fairs, meetings, and conventions. 
Showings by or through these sources totaled 166 units during fiscal year 1956 
as compared with 132 in 1955 and 66 in 1954. An additional 50 showings were 
made by the Department and 31 showings at local occasions. Two major ex- 
hibits, Wheat and You and Fiftieth Anniversary of Federal Meat Inspection, 
were prepared and shown in the patio of the Department’s administration 
building. 


Fiscal year | Fiscal year 
1955 1956 


New exhibits produced__.-_.............-- ; abcceneees ss 29 | 28 
Exhibits renovated pai ans atin elie 173 | 219 


Three-dimensional visual aids were developed for use by Depart- 
ment personnel in presenting instructional information. 


Motion-picture activities —While the total number of films and television short 
subjects produced decreased during the 1956 fiscal year, the number of full-length 
productions increased. These films are produced under the working capital fund 
on a reimbursable basis. The production work accomplished during fiscal year 
1956 is as follows: 





| yamstor | Total fim 
USDA productions 
Type of production 5 iliiiniatats ces 


1955 | 1956 | 





Full length production (15 to 30 minutes) ---_----- 
Television packages (5 minutes) 
TV shorts (less than 3 minutes) ..-.---- 





The Department cooperates with the States and other non-Federal organiza- 
tions in the production and distribution of agricultural films for public use. 

Outstanding motion pictures produced during fiscal year 1956 include: 

Modernizing Marketing Facilities —Shows the facilities used in bringing food 
from the farmer to the consumer and how both facilities and methods of handling 
are being modernized. 

Better Seeds for Better Grasslands.—This is a story of the beeding and release 
of better legume and grass varieties for grassland improvement. 

From the Ridge to the River.—This film tells the story of local watershed 
organization. It dramatizes a local watershed problem and shows how farmers 
and city folk organized to solve it. 
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Days of a Tree—Produced in cooperation with the State foresters of the 
Northeastern States, the film stresses the need for forest-fire prevention. It has 
a special appeal to youth and the sportsmen of the country. 

From the Ground Up—Produced in cooperation with the National Plant Food 
Institute, the film tells the story of the soil surveyor and the importance of 
studying and mapping farm soils. 

Film clip library—During fiscal year 1956, several thousand feet of 16 
millimeter original color scenes were cataloged and indexed. Six mail-order- 
type catalogs of scenes have been published and distributed. Land-grant col- 
leges, film producers, television networks, and stations, and other institutions 
and individuals use the footage from this library. Footage from this library is 
also used in USDA productions of current agricultural films. 

Film distribution services.—Major distribution of USDA motion pictures con- 
tinued to be handled through the 74 cooperating film libraries located at land- 
grant colleges and universities. Since television stations prefer a single source 
for motion pictures, a policy of serving TV requirements directly from Wash- 
ington was adopted. A special TV film distribution service is now in operation 
and a special TV film catalog will be published in the near future. 

Department agencies were kept informed of the release of new USDA films 
and agricultural motion pictures produced by commercial producers and facilities 
were provided to view these films. Work continued on the compilation of in- 
formation on new agricultural films with a view toward publishing a catalog of 
non-Government films on agriculture. 


Mr. Wurrren. Mr. Webster, we wish you would give particular 
attention to your various increases. I believe they total $140,000, of 
which $42,500 is contributions to the retirement fund. 


GENERAL STATEMENT 


Mr. Wesster. In presenting the justification for the increases, Mr. 
Chairman, if it is agreeable I would like to make a very brief report 
on some of the public ations and other matters in which the committee 


has generally been ante interested. 
In general, I think we are doing a rather creditable job of meeting 


our responsibilities, and I give the credit to the good people who work 
for me. 

As I will point out in my detailed justification, we are getting 
pretty heavily loaded and a little bit thin in some spots, and I think 
that maybe the quality of our work in some places is not quite as good 
as it should be. 


PUBLICATIONS 


Publications, of course, are very important. Our publications work 
is booming. We sent to the Public Printer last year 401 new publica- 
tions. This covers all kinds of publications from the Department. 
The previous year we sent 391. 

This included, of course, the technical reports and the statistical 
summaries and results of research of all kinds, as well as popular 
publications. 

We have been working to improve these popular publications, par- 
ticularly the farmers’ bulletins and the leaflets. 

As I reported to the committee several years ago, we found that in 
a good many of them there was a demand for the subject matter but 
the publications themselves were a little on the old side. 

I have stressed publications improvement very much, and we are 
making progress on it, although it is a constant problem, and we are 
not out of the woods yet. 

The Agricultural Research Service gave us a report as of the first 
of the year which shows the average age of its popular publications was 
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8.4 years. In 1956 it was 12 years, and in 1955 it was 17.6'years. In 
other words, there were some older than that and some newer than 
that, but the average was 8.4. 

We are revising old ones or throwing them out and putting in new 
ones in place of them so that the list is in pretty good shape. In the 
distribution of farmers’ bulletins, we are running just a little bit 
under 10 million copies a year. This seems to be just about constant. 
Last year all publications distributed totaled about 26 million. The 
quotas are set, and they stand at 10,000 a year as they have in the past. 

On this quota matter, I think I should report, as I have in the past, 
that we have unused quotas which accumulate. The latest figure was 
21 million of these unused quotas. 

Mr. Wuirren. That means you are responsible to adjust production 
to delivery, but that does not mean you carry that many in stock; 
does it ? 

Mr. Wesster. No,sir. We try to keep no more than 1 year’s supply 
on hand at any one time, because we do not want the publication to 
get out of date. 

We maintain a total inventory of 7 to 8 million copies at all times 
covering reprints and new publications. 

We watch our cost of reprints so that we can meet all these normal 
demands. If we ever had a time when the demand should be so great 
against this quota for more than that, we might have a little trouble 
on meeting any new demand on it. 

I do not anticipate that, but I think I should report that as the 
situation. 


AMERICAN FARMING STUDENT PUBLICATION 


The next thing I think I should mention is what I call our contribu- 
tions to better understanding of agriculture, particularly among city 
people. We published a bulletin called American Farming a few 
months ago. This is a publication which is intended for school stu- 
dents, and it is aimed really at city students, We would rather have 
city students see it than farm students, because we think the farm 
students may understand it and know it and the city students need 
the information. 

Mr. Roserts. We sent copies of this publication to you gentlemen 
at the time of its release. 

Mr. Wesster. In the period of a year we have thousands of requests 
from teachers and their students who say send us everything you have 
about farming, and we would have to send them a bushel basket of 
specialized publications, if we sent them everything we have. 

We supplied copies to this committee, and we will call it to the atten- 
tion of each Member of Congress. It is available under quota, and is 
on the list of available publications. 

This publication pulls many materials together, and I think it gives 
a good overall story of American agriculture. We think that at long 
range this kind of activity which reaches young people will give them 
some understanding of the problem and what is involved in farming 
and that it is a good contribution to better understanding. We can 
supply it as required. 

Another thing that. we have done which we feel is a contribution to 
a better understanding of what the Department of Agriculture is is 
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- production of an educational motion picture, The Agriculture 
tory. 

This film was completed last fall and during Farm-City Week ap- 
peared on television stations all over the country. It was made avail- 
able to television stations all over the country during that week, and 
we had very good responses on it. 

We have today about 115 prints circulating to groups and clubs and 
whoever has motion-picture facilities in their meetings. We have a 
leaflet which explains briefly what is in that film. 


EMPHASIS ON BENEFITS TO THE FARMER RATHER THAN THE CONSUMER 


Mr. Wutrren. Mr. Webster, anybody who reads anything on farm- 
ing or takes a look at a chart that has reference to farmers and 
farming, notices a good deal of emphasis on what the Government 
does to help the farmer. 

On the other hand, I think we agree generally that what is done for 
the farmer is really done mostly for the consumer. If you are dis- 
tributing this in city districts, it could easily be taken to mean that 
the Government is doing a great deal for the farmer, and very little 
for the consumer. 

I would think it would be more important to consider the con- 
sumers’ stake. I think all research in agriculture has been a bene- 
fit to the farmer, but actually it has made many more products and 
varieties available to the consumer—75 percent of the benefit has 
gone to the consumer and not over 25 percent of it has been direct 
assistance to the farmer. 

Mr. Wesster. I might say we appreciate that comment very much, 
Mr. Chairman. 

Mr. Wurrten. I was just glancing through this hurriedly. 

Mr. Wesster. I think the fact that it gives you that impression 
indicates the need for some modification. 

Mr. Wuirrten. It depends on where the distribution is. In the 
bill we directed the Secretary to set aside money to make a study of 
the spread between what the farmer received and what the consumer 
paid. 

The reason was that the Secretary and many others were saying the 
support prices were going to make the consumers’ costs go up and 
make the consumers rise up against the farmer. 

We were convinced from our own figures, as well as the Department’s 
figures, that the farmer was not getting enough money. After the 
study I was glad to note that the cost to the consumer has not been 
going up. It is the middle man that is getting this extra cost. 

Mr. ANDERSEN. Let me interrupt at this point, Mr. Chairman. 

Mr. Wuirren. Yes, Mr. Andersen. 


SUGGESTED REVISION OF PUBLICATION 


Mr. Anpersen. You have brought up something which I think is 
fundamental. Might I first state this, Mr. Webster: from advance 
review of this book for this meeting today, I would say offhand that 
it isa very good pamphlet; but it could be very much improved if we 
had, as the chairman has stated, incorporated in it a strong article 
showing the benefits to the consumer from all of these farm programs. 
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What’ I would like to see set up in here, if'this pamphlet: is to secure 


very much distribution, Mr. Chairman, would be an additional page 


if it could be placed in the proper position, including tables that we 
have had in here which show what the average consumer can purchase 
today with an hour’s wage compared to what he could purchase in 
prior times, and show that this is made possible because of the advances 
made in agriculture. 

Mr. Wuirten. I think that would be an excellent idea. Mr. Jen- 
sen, a member of our committee, uses a table from time to time on the 
floor that shows the percentage that people of foreign countries pay 
for food as compared with the relatively small percentage that Amer- 
icans pay for their food. 

Mr. ANperRSEN. Let me ask you this, and I would like an answer from 
you. 

’ How much of a job would it be to insert in this particular pamphlet 
for future publication a little additional information bringing out 
what both the chairman and I have touched on this morning. 

First, may I ask you this direct question: How many of this par- 
ticular pamphlet have been printed at this time? 

Mr. Wesster. The original run, Mr. Andersen, was 25,000. It was 
a preliminary run, because we planned to revise it on the basis of sug- 
gestions just as we are receiving here, and we are very glad to have 
them. 

Mr. ANDERSEN. Secondly, I want to say that I am very much pleased 
at the way you have left out of the pamphlet any of this very contro- 
versial price support argument. I see you have left out your rigid 
versus flexible price supports. 

Mr. Wesster. We wanted only factual material. 

Mr. ANDERSEN. Yes, but if it could be improved, as the chairman 
has suggested, by putting in more worthwhile information which 
could show the consumers just how they do benefit from this tremen- 
dous amount of research—and I don’t know how much of a problem it 
would be to add perhaps a page, Mr. Webster, at a proper point, but 
1 think it would be an improvement. That is, I think it would be an 
improvement to an already good pamphlet. 

r. WHITTEN. It does miss the boat, so far as I can see, to get un- 
derstanding of the farmers. 

Do you have somebody on your staff who writes it? 

Mr. Wesster. Yes. 

Mr. Wurrren. They have done a good job, but the pamphlet is in- 
complete. Mr. Wells’ findings in the study on the many improve- 
ments by the farmer, which the consumer benefits from, might well 
be incorporated in this too. 

Mr. Webster, you might go ahead with your statement. 

Mr. Wesster. I would like to restate that we plan to revise it, and 
these suggestions are very helpful to us because we do want it to have 
the greatest impact on the people in the cities. This is where we would 
like to be most helpful, and if it gives the impression you mentioned, 
we will certainly make those changes. | 

Mr. Roserts. In sending out copies to the House and Senate Agri- 
cultural Committees and Subcommittees on Agricultural Appropria- 
tions, we pointed out that this was a preliminary run. We solicited 
suggestions and comments for its improvement. 
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Mr. Wuirrten. I am sure this is all right for distribution for a trial 
run in the agricultural areas, But I am sure anybody who gives any 
thought to the agricultural legislation and the farm story would see 
that our problem is with the 87 percent who are not on farms, to give 
them an understanding of the true situation. 

With that objective, I think you people should not have any trouble 
getting the supporting statements or tables that you will need. 

Mr. Wesster. We appreciate that suggestion very much. We ex- 
pect that this will be revised from time to time and distributed widely 
for a long time. 

We hope it will be, and I am sure it will be if we make the sug- 
gested changes. We will then have a pretty good document here. 

Mr. Wurrren. You may proceed. 


YEARBOOK OF AGRICULTURE 


Mr. Wessrer. I would like to report that the publishing of the 
yearbook continues to be one of our important jobs. Last August we 
issued the yearbook on Animal Diseases. That is the latest one that 
is out. 

We are currently at work on the 1957 book which will deal with 
Soil Management. That will be out sometime this fall. As I have 
reported, we have to work on several of these at the same time. 

Mr. Wuuitren. Since this committee questioned you about Climate 
and Man, I don’t recall a single instance when you have guessed wrong 
in selecting titles that really had interest to the farmers. All that I 
recall are very, very helpful. This Climate and Man was pretty good 
but was of very little interest to farmers as such. 

Mr. Wesster. We have a very good response in the press clippings 
we get. I donot very often get one that is otherwise. 

Mr. Wuirren. We still have criticisms of some of the bulletins that 
you release. But if you begin to look at these subject matters, you 

egin to realize that if all of these millions of dollars are spent in re- 
search you must make the facts available to those who need them. I 
think the committee is 100 percent in support of the printing, re- 
lease, distribution of such information, including the yearbook, 

Mr. Wessrer. On the matter of titles, we sometimes get caught in 
the problem of having to have a brief title and one also that will say 
what we want it to say, that will fit. On the other hand, you do not 
want one that is easily misinterpreted, but you do want one that is 
easily interpreted. 

When people investigate these they usually see that these present 
worthwhile information. 

Mr. Anpersen. Are there still copies of your last yearbook avail- 
able in the Printing Office? 

Mr. McCormick. Yes. 

Mr. Anversen. Can they be purchased there ? 

Mr. McCormick. Yes. 

Mr. Anpersen. I was wondering because I have run out of my 
allotment, and I presume that about the only thing we ean tell the 
folks who now request them is the price. 

Mr. McCormick. It is only $2. 

Mr. Wesster. I mentioned that this year the book will be on Soil 
Management. The book in 1958 will be on Land Use and Ownership. 
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This is somewhat related to the one on Soil Management but will deal 
more with the use, management, and tenure of land, land incomes and 
valuations, problems of ownership, and matters of that kind. 

Mr. Marsuauu. Mr. Webster, I realize that there is lots of informa- 
tion to cover in agriculture, but I am wondering since agriculture 
moves at such a rapid pace, if it would not be a good suggestion to 
put into the agricultural yearbook the most recent changes in agri- 
culture. The new crops that are being produced and new uses of 
agricultural commodities. 

Mr. Wesster. We welcome any suggestions. We need the sugges- 
tions of all kinds, and we like to be sure we have them all, so that we 
have an opportunity to assess them. 

Mr. MarsuHaty. It would seem to me that that would be one that 
would be an extremely excellent one to include. 

Mr. Werster. We could say that we have a precedent in the 1947 
book, subject of which was Science and Farming, but, of course, it is 
10 years since we have done that. In 1951 we had the book on Crops 
in Peace and War which is partly like that, but it applied to crops. 

We appreciate that and will consider it in planning for the next 

ook. 

Mr. Chairman, as I said in the beginning, we are doing our best to 
meet all the demands that we have upon us. 


INCREASE IN MAJOR ACTIVITIES 


We feel that in some places we are not quite keeping up with the 
pace in the Department itself. The work of the Department in the 
last few years has expanded in a number of areas which have in- 
creased the demands on us and our resources have not gone up corre- 
spondingly. 

Research has gone up about 75 percent between 1954 and 1957, and 
education, which is mainly in the Extension Service, about 50 per- 
cent. We have a couple of charts here which I would like to use 
to show the programs in which we have had an increase of activity. 

I mentioned research and education. We have had increased activ- 
ity in the school-lunch program, price support and crop adustment, 
food promotion, technical assistance in soil conservation, marketing 
and consumer preference, and credit. These are just some in which 
we have had increases. 

Then we also added a number of new activities which in 1954 
we did not have at all. These are, just to run through them, the soil 
bank, surplus disposal, such as the Public Law 480 program, the 
special milk program, the wool-incentive program, watershed activi- 
ties, water facilities, rural development, Great Plains, emergency 
drought, and credit programs. These have been things that 4 years 
ago we were not doing at all. 


DISTRIBUTION OF SECRETARY'S SPEECHES 


Mr. Wutrren. You have been sending out quite a few speeches from 
the Secretary on down. Is that handled through your office? 

Mr. Wespster. The speeches by the Secretary go through our dis- 
tribution channels; yes, sir. I have not, made a count of those, how- 
ever. 
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Mr. Wuirren. ‘I would like to have a count of those. As I recall, 
I had a discussion with the Secretary some time back. I believe it 
was 3 years ago.’ So as a lawyer I briefed the case, and I sent it to the 
Secretary in letter form. 

He replied to me in a form that was distributed to all the people in 
the United States, whoever was on the mailing list of the Department. 
Frankly, I think a lot of it was propaganda, and I do not know 
whether that should be continued. It seems to me that there is being 
a lot of propaganda sent out through the Department channels. 

We used to have the same argument with Mr. Brannan when he was 
Secretary. I do not mean to restrict it to any one Secretary. How- 
ever, when the Secretary wants to make his views known, and I have 
seen it grow, he uses your distribution facilities for what are purely 
political speeches. 

I think it is a misuse of the distribution facilities, and I would 
like to know the number of releases, and who is on the mailing list, and 
all that for the last several years. 

Mr. Wesster. On the matter of politics, we try to steer a very clear 
course on that, Mr. Chairman. 

Mr. Wuirren. I am sure you do; but if you just print and dis- 
tribute, you are not involved but your facilities are being used for it. 

It is beyond you. It is something for the Department and Con- 
gress to work out. But quite definitely I never have seen as much 
traveling and as much speechmaking and as much distribution of 
speeches, and may I say, strained construction of the facts. 

Mr. Anpersen. Mr. Chairman, in all fairness to Mr. Webster, | 
think we should inquire of Mr. Roberts or the Secretary on that 
point. 

Mr. Warren. I think you are right as to the response by Mr. 
Webster, except that he is the one who has the information. He is 
under orders, 2nd I am sure he is not responsible. But I am asking 
for the information. 

Mr. AnperseN. Can we ask him as to what has been requested rela- 
tive to this, Mr. Chairman ? 

Mr. Waurrten. I asked him to put in the record for the last number 
of years the number of speeches, the number of distributions, how 
many folks were on the mailing list, how many copies were printed. 

I pointed out earlier that when I had this discussion with the Secre- 
tary as to the authority to expand the cotton acreage, when 55,000 
families were being put off the farm under his interpretation of the 
law, I prepared a brief and submitted it to the Secretary. 

He rephed—not in the form that I had used, but what amounted 
to a partisan brief to everyone on your mailing list in the United 
States. 

If both sides had been presented, at least they would have had ee 
sides of the question before them. But it was not done that way. I 
could give illustration after illustration. My questions do not have 
any idea of restricting the Secretary in the proper use of the facilities 
of the Department to make his views known. 

But I have seen in recent years a constant growth in putting out 
strictly partisan views and statements—in my view they were parti- 
san—and in carrying it so far as to constitute a misuse of funds—I 
don’t mean any violation by intent. 
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Mr. Wexsrer. This is, first; our main concern; that our facilities 
should be used within the generally accepted standards for the facil- 
ities of this kind. We have felt that by and large we have met that 
standard. 

Mr. Wurrren. I have a large stack of speeches. I could send them 
back to you. It would be very easy for you to see them. 

Mr. Wesster. I have them there, of course. I will say this: On the 
distribution of speeches, they are normally to people who are on mail- 
ing lists who usually want this and have asked us to keep them in- 
formed of statements by the Secretary and policy statements and 
things of that kind. 

Mr. Wuirren. This is not limited to the Secretary. It goes on 
down the line to everybody at the top level. 

Mr. Wessrer. This would apply to the Assistant Secretaries and 
others in that group. 

I will say the total number of releases of the new programs have 
resulted in a larger total number of releases of all kinds. 

Mr. Wuirren. What is the number for the last 6 years? 

Mr. Wesster. I will submit them. For the last calendar year, con- 
sidering all types of materials, we issued 4,029 statements. This is 
more than we have issued in any 12-month period. 

Mr. Wurrren. I would like to have it for a comparison. Maybe 
we can write some yardstick into the bill which will make our intent 
known. 

Mr. Wessrer. These statements cover crop reports and a great 
variety of other subjects; everything is contained in this news service. 

In 1953, the calendar year figure was 3,212 releases. It has gone up 
until we have reached a new high point. 

New programs are accounting for much of the increase. For 
example, of the 4,000 statements issued last year, 312 were separate 
statements dealing with the Public Law 480 program. 

Mr. Wuirren. Did you show that you had the authority to sell it 
before you had to give it away under Public Law 480? 

Mr. Wesster. I have not studied the subject matter, but we did 
have that many statements issued on the subject. 

Mr. Wuirten. This would be a good place to have an investigation 
of the distribution of partisan views in connection with agriculture, 
and let the investigation show what the facts are. 

You may proceed, but I would like to have the information with 
particular reference to the Secretary’s Office as well as Department 
channels. 

Mr. Wesster. I have, for instance,, a day’s release. This is what 
was released ona Monday. There isa wide variety. 

Mr. Wurrren. I think that we should ask that we have a listing of 
speeches that the Secretary has made and the trips that he has made. 
This should cover not only the present Secretary but his predecessor, 
and should cover a period of 6 to 8 years. 

Mr. Marsnatu. Mr. Chairman, possibly there is no way of doing it; 
but I would be interested if you have the information as to how many 
of these engagements—what proportion of them the Secretary has 
spent with what we might call actual farm groups as compared to 
the chamber of commerce groups. Do you have any breakdown as 
to the type of meeting ? 
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Mr. Roszerts. That might be included in the information the chair- 
man has requested. 
(The information requested is as follows :) 


The accompanying tables report information on speeches given by the Secre. 
taries of Agriculture beginning with calendar year 1950. 

For each Secretary, the tables give (1) place the speech was given, (2) date, 
(3) organization spoken before, (4) number of copies of speeches run, and 
(5) the distribution given. 

Where data are not given on number of copies distributed and the distribution, 
such information was not readily available from centralized records. The data 
given, however, are representative. Distribution of speeches is based largely 
on their subject-matter content. Certain general outlets in the press, radio, 
and television news fields have requested copies of such material, as have outlets 
with specific interests. The number of copies of a speech which are processed 
also depends largely on its content, although increased requests account for a 
portion of the volume. 

Following is the key to the distribution indicated on the tables: 

. Washington news outlets. 

. Trade and agricultural publications. 

. Food publications. 

. Farm magazines and newspaper farm editors. 

. Radio and TV farm directors. 

. List of individuals to receive policy statements. 
. Advisory committees, and miscellaneous. 
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Statement of Secretary's official reimbursed travel for the U. 8S. Department of 
Agriculture 








Number of 

Number of | workdays ex- 
trips cluding legal 

holidays 





A, B, C, D, E, F, G. 


secretary C. F. Brannan: 
See Ap EPL OO WUD OO) MOON eel id sc cet Sek wcbvnctebucuescut se fies | 19% 
July 1, 1951, to June 30, 1952 i ‘ 5034 
July 1, Se to Jan. 20, 1953 4} 194 
Secretary E. T. Benson: 
Jan. 20, ‘1953, I hs clinic csenioss gabcienieieedtoaornladlach bese tneineell : 19% 
July 1, 1953, to June 30, 1954 3: 
July 1, 1954, to June 30, 1955 
July 1, 1955, to June 30, 1956 
July 1, 1956, to Dec. 31, 1956 


5, 700 








Mr. Wuirren. In connection with this subject the press has carried 
statements, supposedly from the Department of Agriculture, that the 
Secretary has traveled 312,000 miles since the period immediately 
prior to the 1953 inauguration. He traveled 13,000 miles on a cross- 
country opinion- -gathering tour. He traveled 88,000 miles in 1953, 
seventy-four-thousand-odd miles in 1954, seventy-thousand-odd miles 
in 1955, and 64,000 miles in September. 

We all do a good bit of traveling, but the main point is whether 
that is absenting him from his office too much. 

Mr. Roperts. What is the source of that information? 

Mr. Wuirren. It has a heading, “United States Department of 
Agriculture,” giving a list of speeches. You can check as to the 
accuracy ; and if it is inaccurate, we will strike it from the record. 

You may proceed, Mr. Webster. We are getting you into policy 

matters with which you are not concerned. But they channel it 
through your operation. We want to make it clear that we are not 
holding you responsible for any of these situations. 

Mr. Wesster. Thank you, Mr. Chairman. 


American National Cattlemen’s Association.........-..----------------------- 


; 
| 
' 
' 
: 
‘ 
' 
: 

: 

) 

5 

j 

3 

‘ 

: 

2 

= 

3 

5 

) 

3 

= 

5 

2 

— 

3 

y 

A 


NEW PROGRAMS 


4U, 400 
10, 1956 


I wanted to make the point that with respect to both the increased 
activities and the new programs, they do increase the workload on us. 

I have mentioned the 312 reports or announcements that were made 
regarding Public Law 480. 

This total effort is now showing that we are not maintaining the 
quality. I picked up a sheet the other day that had three errors in 
it—they were typographical—but these indicate the type of pressure 
we have, and we feel we should maintain a higher quality. 

Also, on the increased programs like the m: arketing study which I 
mentioned awhile ago, this is additional work to what we had been 
doing. I am sure you are familiar with these. [Showing leaflets. ] 

This is economic material which we went to a great deal “of trouble 
to illustrate adequately to get the facts as prec isely as possible. 

This meant many, many r hours and extra days of work, and it is 
work that had to be done. When we get a report out of the Depart- 
ment, that is really only the beginning of the demands on us. Then we 
get the requests for additional copies, we get the requests from people 
who are concerned about some facet of it and they wish to get more 
details on it. 


7GU 
Jan. 


New Orneams, La..........-...-.-..------------- 


Los Angeles, Ualll.....-.--.--------------------- 
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If a person wants to write something, he wants to talk to somebody 
and get more information, so every new publication sort of triggers 
many more requests. 

This one is not so much, and Public Law 480 is not so much, but 
when you get them all piling up together, and increasing in pressure, 
this is really the basis for our request for funds today. 

Before I show the next chart, I should say we are not asking for 
increases just because other people get increases. I do want to make 
that statement. I think that would not be defensible at all, but the 
fact is that the increases that have taken place in research and other 
places I have mentioned are resulting in more work in the Depart- 
ment. Our resources have not gone up correspondingly. 


IDENTIFICATION OF PUBLICATIONS 


Mr. MarsHatu. Mr. Webster, do all of your pamphlets carry a 
wording on the front to indicate that it is fr om, and identified with, 
the Department of Agriculture ? 

Mr. Wessrer. Yes, sir. You might find one, Mr. Marshall, that 
does not have it. 

Mr. Marsuatyu. Mr. Webster, I think it is highly important that all 
your publications are identified as the United States Department of 
Agriculture. 

‘Mr. Wernster. We wish them to be. ‘There was a time several years 
ago when some of the material did not have that, and it was called to 
our attention. We think that the front of those covers is a pretty good 
place to advertise ourselves. 


RESEARCH AND EDUCATION 


Here is a chart to show the percentage changes in appropriations in 
several categories. The top line shows research and education was up 
62 percent, the middle line is the regular activities, up 24 percent, but 
the bottom line is the “Office of Information” appropriation, where we 
actually went down in 1 year. 

Mr. Wuirren. These percentages of increases that you have had 
in the Department are shown in those lines? 

Mr. Wessrer. Yes, sir. I really feel that this is the story that we 
have to tell. 

A lot of the problems that we have are hard to pinpoint. We can- 
not say here is one great big activity that we need funds for. It isa 
number of places where this kind of workload is piling on us. 

Mr. Wuirren. You might furnish that chart for the record. 

Mr. Wesster. Yes, Mr. Chairman. We will be glad to furnish that 
for the record. 

Mr. Wurrren. Thank you. 

(The chart referred to follows:) 
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INFORMATION FUNDS LAG BEHIND 
RESEARCH & EDUCATION GROWTH 


PERCENT ~— 


Annual appro. for 
regular cctivities 


lo4 
U.S. DA. fs 


i954 


Mr. Werster. Now, to come specifically to the increases of our 
total appropriation, I would like to point out that about 32 percent 
of it is printing as contrasted with salaries and other expenses, and, 
of course, practically fl of that is used for farmers’ bulletins and 
for the printing of the yearbook. 

The first increase item to report is in publications review and dis- 
tribution. It is $33,633 on page 411 and on page 412 where there is 
a breakdown in the two items. 
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COOPERATION WITH STATES 


The first item is an item of $12,290 which is to provide increased 
cooperation with the States in improving the Department’s publica- 
tion program. 

I need to say that the Secretary established a publications review 
committee several years ago in the Department and made a very com- 
prehensive study of all our publications work and one part of this 
review, and one result of it was the setting up of a series of agencies 
publications committee, and each agency has a publication committee. 

We are charged with coordinating , you might say, the work done by 
these committees in each agency and also—and I think this is more 
important—working out coordination of the printing that we do in the 
Department with what is done in the land-grant colleges i in the States. 

Mr. Wurrren. I note that you have an increase for this item of 
$26,400 last year. What use was made of that, and does that enter 
into whether you really need this increase or not ¢ 

Mr. Werster. Yes, there is a distinct difference, Mr. Chairman. 
There was a distinct differerice in the two items. The item last yea 
was a request for funds to do some research on the effectiveness of our 
publications. 

We feel that a lot of these publications, particularly these old ones 
that I mentioned earlier in my testimony, may not be giving our citi- 
zens and our people the information that they can really use, that can 
really be useful to them. It may have been written by a scientist 
and not very good wording, and maybe too much of it. 

We do not really know what happens to publications when they get 
out and are sent out. We are using the funds that were appropriated 
to us last year to carry on some investigation as to how these publica- 
tions are used, and what we should do to improve them. 

Weare going to check, for example, on this one, on American Farm- 
ing. We want to see that this is really the kind of story it should be 
to city students. We will do the same thing on some of our livestock 
publications, so that item is on a research study dealing with publi- 

cations. 

Mr. Wuirren. In my opinion, in the last 4 years, the hardest prob- 
lem the American farmer has had was showing that he was not the 
primary beneficiary. Those of us in Congress know that other sub- 
sidies far exceed those paid to agriculture. 

But to ignore the increased income because of minimum wages, the 
bargaining power of labor unions, guaranties of reasonable returns to 
utilities, and all the things that go elsewhere, just to give that one 
side, you would really be adding to the problem that we have had 
trying to explain to the public. 

“Mr. Werster. Our purpose is certainly not to add fuel to the fire, 
Mr. Chairman. 

Mr. Wurtrten. I am not questioning your purpose: I am just trying 
to point out to you that our real problem is trying to get over to this 
87 percent of the people the real message. 

Mr. Horan. I wonder if anything has been done, Mr. Chairman, 
along that line, if it would not be illuminating to point ont how a 
farmer’s income may fluctuate, that any increase of minimum wages 
and so forth may be inspired because they think the farmer will get 
higher prices, that they should remember that their wages are fixed, 
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but that the farmer’s income may go up and down. Whien it goes 
down in the ensuing years, that is ‘ifiere 1e gets squeezed. 

I would like to see some indication of that statement indicated in 
these publications. 

Mr. Wesster. As I say, we are attempting to find out how effective 
our publications are. You have told us about this one. 

We feel we have other publications where modification and changes 
are needed. 

The request for $12,000 is really to coordinate the work within the 
Department and also with the States. 

he States and the Department together are spending about $2 
million a year for publications. What we want to do in the Depart- 
ment of Agriculture is to make sure that we are not duplicating what 
States are doing and vice versa. 

We want to ‘publish the things that are general, that are nation- 
wide in interest, and let the States publish the items that are localized 
in nature. To do this we need to get reports of what is being done 
in the States. We need to report to the States what we are ‘doing. 
We try to do this. 

He had a report on research of the Eastern Research Laboratory 
at Philadelphia on the method of creaming maple sirup. We did not 
know whether that publication was needed or not. 

We queried the States in the Northeast, and they said this would 
be useful. On the basis of that, we went ahead and published that. 
That is the basic type of work we would do under this increase. 


RURAL DEVELOPMENT PROGRAM 


The second item is for the rural development program, an item 
of $21,343. 

This is really a resubmission of the request submitted a year ago. 
Last year the committee appropriated approximately $8,000 for this 
work. 

Mr. Written. What is your responsibility under that? 

Mr. Wesster. Our responsibility is to prepare materials. We issue 
a periodic report to all the people in the States who are working on 
these programs in these pilot counties. We furnish materials as a 
guide for establishing the work in these counties. We answer a great 
many inquiries. 

We get a lot of personal inquiries from the people who want to 
know about the various phases of the programs. We have one person 
who spends practically full time on that. ‘There is a lot of dealing 
with people personally. 

For example, we get long-distance calls from people working on 
matters of that kind. 

We feel that we have reached the stage in this program where we 
need more pinpointed material. Most of the work has been for 
leaders. We have not been at the stage where we could reach right 
down and reach the people who are going to be affected by the pro- 
grams; and for that reason, we have “asked for these funds, since we 
feel that we can now do that. 
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CURRENT INFORMATION ACTIVITIES 


The next item is for the request for current information. The first 
is an item of $20,520 on page 413 of the notes and is for press service, 

[ would like to point out that we define “press” rather broadly in 
the Department. We are concerned with the farm magazines, for 
example, which have about 20 million circulation. We are concerned 
with the trade press, and we are concerned with the weekly press, 
and, of course, with the daily press. 

This is a place where we turn out the statements that have to be 
reported. I have reported on the large number. I suppose you might 
say that if we are getting them out, we do not need the money. But 
this shows up in other places. This shows up in backlog of corre- 
spondence. This shows up in backlog of mailing lists, where we are 
not able to revise them frequently as we know is needed to be done. 

Mr. Wuirren. How much money are you spending on that now? 

Mr. Wesrster. Let me see. On this news service it is $96,000. 

Mr. Wurrren. You may proceed. 

Mr. Weester. In this whole activity it seems that the interests of 
and the work of the Department are stepping up. It is increasing 
all the time. Take these farm magazines, for instance, we send them 
a weekly letter which is very much appreciated by them. 

Mr. Wurrren. How long have you been sending that letter ? 

Mr. Wrnsrer. We have been sending that letter for about 15 years. 

An indication of the demand for it is that the requests have gone up 
in about 3 years from about 240 to 400 people who want it, and this is 
a list which we have revised recently. 

This 400 is a real firm figure, and we have many, many letters from 
farm magazines attesting to the value of this. 

What happens when we get a new name on a mailing list? Weare 
not through with it. It is like these reports we issue. A man gets on 
the mailing list. We notify people what we are doing. We do not 
try to mail out everything to them. We frequently say we have a 
speech by the Secretary, but we do not mail it broadcast to them. 

use will be true of many other reports and statements so every time 

» add a name to the list, we get people writing back that they want 
a tae of this or they want a ‘photogr aph of this, or they want some 
special service. 

We are delighted to give it to them, and we think it is good for the 
Department, but as the interest grows, the work piles up. 

This is hard to just allocate and say it is just this many man-hours, 
but it is very important. We have a large interest from the press in 
this whole matter of nutrition and food information. We think we 
should be doing a good deal more. We should be doing what is talked 
about in the American Farmer. 

We should be supplying the people a good many more facts. We 
think we should be sending this out all the time, and we need the addi- 
tional resources to do it. 

The fourth item there is the item for special reports on page 414, 
$10,540. 

This again is a case of overall workload. We prepare the Secre- 
tary’s annual report here. We do a good deal of writing where we 
have activities that affect more than one agency. The American 
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Farming publication was prepared in this unit. We have a good deal 
of food promotion work to increase consumption. 


RADIO AND TELEVISION 


The next item is regarding radio and television, and it is an Mcrease 
of $10,301. That is also on page 414. 

Weare finding that in spite of television that the farm radio interest 
and radio interest generally is holding up pretty well. 

For the country as a whole the Federal Communications Commis- 
sion reports that last year there were 139 million radio sets in the 
country. That was up ‘11 million from the year before, which is some- 
what astounding in view of television, but this is what the figures 
show. 

Mr. Anversen. Mr. Webster, on that point I presume it is the same 
situation as it is in my area. You will find the folks in the country 
using their radios in the morning and perhaps through the noon hour 
for news, and then it seems they will shift over to their television sets 
when the programs that are good come in toward evening. 

But from what I have observed, and T have made a careful study 
of it because I do expend money in my campaigns every 2 years in my 
district via radio, I have found that regardless of the coming in of 
television, nothing will take the place in the morning hours of radio. 

That is largely the rec eptive hours, as far as the farmer is concerned. 

Mr. Wepster. We have a great many close contacts with a number 
of farm radio directors. These are fellows who have ch: arge of farm 
programs on local stations, and they seem to be increasing in number. 

As I say, the farm radio directors want additional facts and addi- 
tional information, and we are glad to supply it, but it keeps piling 
up on us. In television our principal activity is in what we call a 
television package program. 

I reported this television package program before. This is when 
we send out to the people who asked for it and have a use for the 
visiual materials which can be used on the farm television programs. 

This may be of a set of re or maybe a motion picture film. 

We have developed in the last year a very useful feature called 
say Cg Newsreel, in which our bedate go out to Beltsville, and 
in some cases the other regional laboratories, and film the newer 
research w ork: 

We put this together in a sort of a farm research film, and we make 
this available to these farm stations which ask for it. 

We set these programs up 13 weeks in advance. We send the list 
out to every one of these people and ask them to indicate what they 
want. 

A man in Maine obviously will not ask for the cotton program, so 
we do not send it to him. I think that is a prudent handling of it. 

Nevertheless, the requests for those are growing, and it requires 
funds. The activity and the interest is growing as more television 
stations are opening, and there are presently in the country 492 tele- 
vision stations. There are an estimated 38 million television sets in 
the country. 

While we do not have an exact figure on farm sets, we estimate 
about half of the farmers are seeing television. The NBC people 
say that 60 percent of the rural people, which would, I guess, include 
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some of the small towns, are getting television, so that is the basis 
of the requested increase on television. 


EXHIBITS 


The final item is on page 415. It is a requested increase for our 
exhibits work at a cost of $22,706. I think I need to recite a little 
history on this one. 

In 1954 this item was reduced from approximately $100,000 to 
approximately $60,000. We modified our policy, and instead of show- 
ing at large State and interstate exhibits, we determined we would 
show largely to the smaller showings and mainly through the Exten- 
sion Service. 

In other words, if an extension service in a State had an exhibit and 
wanted to get some of our material, we would supply one of our 
exhibits to them. 

This has gone very well. The demands have gone up rather quickly, 
and I have two charts which I think will tell the story at just a 
glance, and then I will be through. 

We have found that the use of the exhibits in these State showings 
has gone up since we started. 

In 1954 we had 66 of them; in 1955, 132; and in 1956, 166. 

I am told that through December we are about 106 in 1957, so if that 
rate is maintained we would be over 200 this year. 

The second chart shows what has been happening to the exhibit 
material. The trouble is we are sending these around the country, 
and we are wearing them out pretty fast, and our supply of usable 
exhibits is decreasing from 79 in 1954 to 65 in 1956. I suppose in 
1957, we will be down from that. 

This request is essentially to give us funds to build new exhibits and 
renovate the ones that can be renovated and sort of keep up with the 
demand. We think this is one good way of disseminating Depart- 
ment information, but we are reaching the stage where we are going to 
have to discourage people from asking us for them or have to send 
them some awfully old stuff, and I do not like to do that. 

Mr. Wurrren. Mr. Webster, these exhibits are fine. I remember 
when Mr. Brannan was Secretary of Agriculture, some of my friends 
in Congress thought that he on occasion used the information service 
to distribute his views a little more prolifically than might have been 
essential. 

I know that I have felt in recent years that the information service 
devoted a good deal of its time to the present Secretary of Agriculture, 

What control, if any, do you have over what you publish? If the 
Secretary, or those in authority, send you information to be printed 
and distributed, do you have any responsibility for passing on sub- 
ject matter, or do you just simply take orders from higher officials? 

Mr. Wesster. A Cabinet Officer is a pretty high-ranking officer. 
We feel it our duty if there are obvious inaccuracies to call them to the 
attention of anybody who submitted the information. 

In addition, if something is sent which we feel is inappropriate, 
we would call those. We would not, however, overrule the Secretary. 

Mr. Wurrren. You are limited to calling attention to things you 
might think are improper ? 

Mr. Wesster. That is right. 
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Mr. Marsnaru. I would like to’ say to Mr. Webster that we have 
appreciated the excellent cooperation and service we received from 

ou in sending bulletins and other information over to us. It has 

n handled promptly and has given us the information that we 
asked at any time. We appreciate that kind of service. 

Mr. Wesster. Thank you. I really cannot take credit for it, but 
I will certainly pass that on to the folks who do it. 

Mr. Wuirren. Mr. Natcher ? 

Mr. Natcuer. I want to thank you for the fine statement that you 
have made to this committe and tell you again that I think every mem- 
ber of your staff and you and your agency are doing a fine job. 

The suggestion pointed out by our ‘chairman concerning the Ameri- 
can Farming bulletin, a new bulletin which you passed around to the 
committee, I think this particular bulletin is fine, except I was parti- 
cularly interested in the section pertaining to tobacco in here, Mr. 
Webster, and I think that you have a fine statement on this particular 
commodity. 

In fact, I do not believe that if I were called upon to use the same 
number of words, I could not have come anywhere near the fine state- 
ment and description you have given here. 

I think, Mr. Webster, it is a fine bulletin and I think you are doing 
fine work. There is one suggestion I would like to make concerning 
the agricultural commodity, tobacco. 

As} you know, the Department now has underway several fine studies 
concerning quality changes that are taking place in tobacco and with 
the new processes being used in the manufacture of cigarettes and 
other tobacco products, ‘it might require some revision in some of your 
present bulletins concerning tobacco 

I would just like to ms ike the sugg gestion to you that if possible you 
check to see whether or not any of the new studies will change any 
of your present publications. 

Mr. Wesster. We thank you for the suggestion, and we will check 
that. 

Mr. Narcuer. I want to thank you again. 

Mr. Wurrren. Mr. Andersen ? 

Mr. Anpersen. Yes, Mr. Chairman. Mr. Webster, I want to join 


| with Mr. Natcher in his complimentary remarks relative to the work 
_of your division. I feel that you are doing a good job. 


IMPROVEMENT OF OPERATIONS 


At the same time, I think you will admit that none of us are perfect, 


and that is the reason for this subcommittee asking some of the 
_ questions we do. 


We are continually trying to improve not only the quality of work 
but also your efficiency. 

I might say that we could carry on a very good job—at least I could 
in my own immediate office—in a continual study of how to do things 
better, and that is the point I would like to ask of you. 

By the way, I have asked this question of other bureaus. We always 
have them come before us and ask for requested increases, but we never 
see any request in any particular part of that particular bureau’s 
budget request for decreases. 

I am wondering if you have some sort of a continuing study which 
you make to insure that along the line somewhere in your or ganization 
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there is no waste, as far as you know, and that you have tried to uproot 
that waste to the best of your ability. I am sure you do, but I would 
like to ask that. 

Mr. Wesster. Yes; we do. I am glad to answer the question, Mr, 
Andersen. 

We carry on what I might say is almost a continuing review. We 
keep track of travel, we wi vatch these publications, we try to improve 
our internal operation wherever we can. 

Also in our own work—I can give you one example where I think 
we are saving money to the Government, although not in our own 
appropriation. 

This is in what we call our printing unit, which is a part of publica- 
tions work. We have three men up there who pass on printing which 
goes to the Government. Printing Office. In connection with the soil 
bank, a form came to us which took two pages, as I recall. These 
printing boys took this and said to the man who submitted it, if you 
will make certain changes, you can put this on one page and get the 
information you want. He did, and the savings were approximately 
$11,000. This is, I think, a case where we are using our skill to the 
advantage of the whole Department. 

Mr. Anpersen. I am sure that that would be just such a case. 

Mr. WersTer. We try in a small way in our own organization to do 
the same thing. We watch it all the time. 

Mr. Anpvrersen. Of course the more efficiency you can engender 
throughout your bureau the more eflicient use you can make of the 
funds we give you; isthat not correct ? 

Mr. Wepsrer. Indeed. This is exactly true. Of course, I do feel 
that we must have been getting more efficient or we would not have 
been able to keep up with this increase in activity as well as we have. 
I think we are doing more with the same people. 

Mr. Wurrren. Mr. Horan. 

Mr. Horan. Just one observation, Mr. Chairman. 


FARMERS’ INCOME 


I am a little disturbed about the inflationary atmosphere, and we 
are called upon by the President and the Secretary of the Treasury 
and everybody to make inroads on the inflationary spiral, but the fact 
that to me is inescapable is that the farmer is not getting his pro rata 
share of the national income; and if he does, it 1s going to result in a 
little higher cost of living as far as food is concerned. 

In behalf of the American farmer, who does not now get his pro 
rata share, I think we ought to brace ourselves as we make moves to 
increase his share of the national income against the reaction that 
might set in. 

We have seen, particularly in beef, the cost of living in terms of beef 
has dropped quite precipitously, and at the same time we have in 6 
years seen the marketing margin on beef increase from 29 cents to 38 
cents. That will not drop. lf anything, it will increase. If you in- 
crease the farmer’s share, the tendency w vill be for that to increase still 
further. 

I do hope that. you will continue to stress the fact that the farmer 
is not getting his share. In fact I asked Mr. Wells, not. to presume 
he is doing that now, to present graphs using this type of a thing, the 
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sliced loaf of bread, to indicate the several commodities of the farmers, 
and show what the farmer’s share would be if he were receiving his 
full pro rata share of the national income. 

If we are to make any dent on inflation, and we all hope to, we must 
protect, I think, the American farmers’ proper rights to his share of 
the national income. 

When he does receive that, then it would become a forum for other 
groups who participate in the farmers’ income to ask for an increase of 
their own—I think we must guard against that. 

We are aware, from the book that you put out in December of 1955, 
of this fact—and I think this is something that the American public 
should bear in mind and not be criticising the American food pro- 
ducer—it is rather illuminating, a paragraph here, and I want to read 
it into the record at this point: 


The farmer’s share of the consumer’s food dollar in 1955 was only slightly 
larger than in 1940. During this period, however, the number of workers on 
farms declined by about one-fourth while the number of workers engaged in 
processing and distributing food products has increased by almost a fourth. 

The large increase in output per worker in agriculture since 1940 has freed 
agricultural workers for military service and nonagricultural employment 
despite an increase in total output since that time. 

Productivity of workers in food marketing also has increased since 1940 
although perhaps not as spectacularly as in agriculture. In addition, the 
marketing system provides many more services today than in 1940. 

We are aware of that. Somebody has said for everv worker on a 
farm it is better than two—I do not know the exact figure—who are 
in processing plants or in specialized fields of distribution. This 
study would “apparently indicate that the efficiency of the food pro- 
ducer, the worker on the farm, has increased spectacularly. How- 
ever, he has not been paid satisfactorily. Also workers in food mar- 
keting have also increased their productivity but not as spectacularly 
as in “agriculture but the pay to these people, the relation between 
their rise in pay and that of the consumer, whose efficiency me as not 
increased, but they have certainly in many instances had a rather 
spectacular pay raise, the spread is not evenly compared. 

I do hope that we can make this crystal clear to all concerned, so 
that if we do succeed in serving American agriculture, that he will 
receive his share without an increasing cost of marketing and such 
to the consumer. 

Mr. Wuirren. Mr. Webster, we thank you for your appearance. 
I think it has been very good. Certainly one of the things we are all 
up against is to get information read and used. 

I told somebody the other day that I thought everybody was so 
busy writing now that they did not have any time to read what the 
other fellow wrote. ‘These are bus sy times we are all going through. 
But I repeat, there is no need to have all this material available if 
it isn’t going to be read. 

Mr. AnpDeRSEN. Basically, that is the purpose for having all this 
material available. There is no reason for us to spend more than 
$100 million in research in the Department of Agriculture unless we 
present the results of this research to the people who can make use of 
it. 

Mr. Wessver. I certainly agree with you, and I want to thank the 
committee for making its feelings known. We certainly do our 
best to meet these suggestions. 


Mr. Wutrren. Thank you again, Mr. Webster. 
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RURAL ELECTRIFICATION ADMINISTRATION 
WITNESSES 


KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL CREDIT SERVICES 

DAVID A. HAMIL, ADMINISTRATOR, RURAL ELECTRIFICATION 
ADMINISTRATION 

FRED H. STRONG, DEPUTY ADMINISTRATOR, RURAL ELECTRIFICA- 
TION ADMINISTRATION 

J. K. OSHAUGHNESSY, ASSISTANT ADMINISTRATOR (TELEPHONE), 
RURAL ELECTRIFICATION ADMINISTRATION 

ROY G. ZOOK, ASSISTANT ADMINISTRATOR (ELECTRIC), RURAL 
ELECTRIFICATION ADMINISTRATION 

ROBERT T. BEALL, CHIEF, ADMINISTRATIVE DIVISION, RURAL 
ELECTRIFICATION ADMINISTRATION 

GEORGE P. HERZOG, BUDGET OFFICER, RURAL ELECTRIFICATION 
ADMINISTRATION 

ROBERT D. PARTRIDGE, PROGRAM ANALYST, RURAL ELECTRIFI- 
CATION ADMINISTRATION 

LOUIS GORRIN, CHIEF, RURAL UTILITIES DIVISION, OFFICE OF 
THE GENERAL COUNSEL 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OFFI- 
CER, DEPARTMENT OF AGRICULTURE 


Loan AUTHORIZATION 


Program and prey ing 














1956 actual | 1957 estimate |1958 estimate 
ee eee ee —- + idaien —_ | - ——_ 
Program by activities: | 
1. Rural electrification..............-. penepihinemanhi $192, 719, 356 | $185,000,000 | $185, 000, 000 
ST Nes hh Dentodkinkancbecnancncageeee | 80, 980, 000 80, 000, 000 80, 000, 000 
ScD adencddsuchoundusddianawcndbdedaet’ | 273, 699, 356 265,000,000 | 265, 000, 0, 000 
Financing: 
Unobligated balance of authorization to expend from debt | 
receipts brought forward_- Msites A Pw TT YY —55, 022,706 | —61, 022, 706 
Recovery of prior obligations._.-.- —4, 442, 455 — 2, 000, 000 —2, 000, 000 
Unobligated balance of authorization toe xpe ond from debt | | 
receipts carried forward. 55, 022, 706 61, 022, 706 7, 022, 706 
Unobligated balance of de bt rece ipts (re serve authoriza- 
tion available during year) -- : pcactwhanee | dstenscseuwe -| 45,000, 000 30, 000, 000 
Authorization to expend from debt receipts. .......... | 235, 000, 000 314, 000, 000 | 239, 000, 000 
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Condensed statement of income and expense and financial condition 


| 
1956 actual | 1957 estimate | 1958 estimate 





















































; For the fiscal year: 
Lending operations: 
‘ON RINE SACI in ete ca idwwwcscenctesessaen $47,014,480 | $49, 620, 000 $52, 735, 000 
Expense: | 
CA- I a a Bs nen ss monic lanle tio .--| 45,155,927 47, 797, 800 | 50, 862, 400 
Provision for possible losses on loans............-- 608, 718 700, 000 | 750, 000 
TE) alii icc cae niemcocicladsaaltaece i 45, 764, 645 48, 497, 800 | 51, 612, 400 
, = Saree —= 
Net income from lending operations............. 1, 122, 200 | 1, 122, 600 
LAL Administrative expenses (provided by annual appropria- 
Ont) <., ERO OUNL NUN IIR ho oo ol. eemeeemmanennn 8, 584, 000 9, 629, 000 
AL Cumulative to end of fiscal year: | wibidid Ee Bens YOR oy 
: Lending operations: | 
SENUD UNIE Ns oidcbececavacessdipvinienns onsaiemes a 417, 003, 953 469, 738, 953 
[ON Expense: ih re Poa | | a 
os snl hassles 313, 300, 162 361,097,962 | 411, 960, 362 
Provision for possible losses on loans..........-..-- | 6, 534, 958 | 7, 234, 958 | 7, 984, 958 
[FI- Losses on foreclosed loans. ................---...-- | 44, 478 44, 478 | 44, 478 
TO dodo nivndedabadetdecedenmiaseumnin | 319,879,598 | 368, 377, 398 419, 989, 798 
OF Net income from lending operations............. | 47, 504, 355 | | 49, 749, 155 
. Administrative expenses (provided by annual appropria- 
‘FI- tions): | 
Salaries ad GUPOMNGE. «0c dadedact dtidaneccnsebnctoud 98, 389, 060 106, 973, 060 116, 602, 060 
Assets: .  } ; "ee 
Loans and interest receivable less allowance for pos- | | 
sible losses ; " “ |$2,526,286,105 |$2,673,808,105 |$2, 843, 908, 105 
Cash on hand is | 682, 378 | 350, 000 350, 000 
Cash on deposit with Treasury - -- 7, 131, 183 | 7, 177, 500 6, 619, 775 
Travel advances to employees and miscellaneous re- | 
—— ceivables_._ -- aa | 101, 134 | 100, 000 100, 000 
mate Total assets de .--|2, 534, 200, 800 |2, 681, 435, 605 | 2, 850, 977, 880 
Liabilities: Current. acekal 734, 715 | 730, 200 801, 100 
Investment of U. 8. Government: | — 
00, 000 Borrowings from Treasury |2, 343, 228, 068 |2, 489, 345, 868 | 2, 657, 758, 468 
00, 000 Appropriated administrative funds (net) -__- 98, 502, 856 107,086,176 | 116, 651, 351 
z Appropriated loan funds (net) .- 142, 619, 866 142, 619, 866 | 142, 619, 866 
00, 000 Net income from lending operations ---| 47,504, 355 | _48, 626, 555 49, 749, 155 
Administrative expenses . | —98, 389, 060 |—106, 973, 060 | —116, 602, 060 
22, 706 Total investment of U. 8. Government_-._.......-- lo, 533, 466, 085 l2, 680, 705, 405 | 2, 850, 176, 780 
100, 000 | i 
)22, 706 
Obligations by objects 
100, 000 g o Ove 
00, 000 = ee ; z z i “ 4 
1956 actual | 1957 estimate | 1958 estimate 
16 Investments and loans______- re! : sataabaa $273, 699, 356 | $265, 000, 000 $265, 000, 000 
| i 
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Budget authorizations, expenditures and balances 


BUDGET AUTHORIZATIONS AVAILABLE 


Balance of authorization to expend from debt receipts brought | 
forward: 
Unobligated 
Obligated __.- 


af 
+ 
+ 
Authorization to expend from debt receipts.- -- 
nl 
“| 


Total budget authorizations available _- | 


EXPENDITURES AND BALANCES 


| 

Expenditures— é 
Out of current authorizations to expend from debt receipts_|| 
Out of prior authorizations to expend from debt receipts- - -_| J 


Total expenditures__ 
Balance of authorization to expend from debt recei ipts c: arried | | 
forward: | 
Unobligated - __._- 
Obligated ‘ 
Unobligated balance no ‘longer ‘available, debt rece ipts (expir- 


ing for obligation) (reserve authorization available during | 


Total expenditures and balances... --- 


1956 actual 


} 


$235, 000, 000 


89, 279, 607 
580, 999, 997 


905, 279, 604 


208, 658, 824 


| 
a 


208, 658, 824 | 


55, 022, 706 | 


641, 598, 074 


905, 279, 604 


SALARIES AND 


[EXPENSES 


Program and financing 


Program by activities: _ 
i. Administration of rural electrification program 
2. Administration of rural telephone program 


Total obligations_. 
Financing: 
Comparative transfers to other accounts-- 
Unobligated balance no longer available 


Appropriation. 


1956 actual 


#4, 346, 


3, 726, § 


026 
510 


8, 072, 536 


4,138 | 


63, 326 


8, 140, 000 | 


1957 estimate 


$314, 000, 000 | 


55, 022, 
641, 598, 


706 


/1, 010, 620, 780 


if 15,000, 
| 210, 000, 


225, 000, 


61, 022, 


679, 598, 074 


45, 000, 000 


, 010, 620, 780 


1957 estimate 


$4, 495, 
4, 104, 


260 
740 


8, 600, 000 


8, 600, OOO 


000 | 
000 | 


000 | 


074 | 


| 
| 


706 | 


} 


1958 estimate 


$239, 000, 000 
61, 022, 706 
679, 598, 074 


979, 620, 780 


15, 000, 000 
240, 000, 000 


255, 000, 000 


7, 022, 706 
687, 598, 074 
30, 000, 000 
979, 620, 780 


1958 estimate 


$4, 818, 000 
4,811, 000 


9, 629, 000 


9, 629, 000 





— ee _os - = 


Total number of permanent positions. _______- 
Full-time equivalent of all other positions 
Average number of all employees. .__..__- 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade 


Personal services: 
Permanent positions__..........- ee 
Positions other than permanent 
Regular pay above 52-week base 
Payment above basic rates 


Total personal services__-- 
Travel 
Transportation of things. ._.-__- ks 
Communication services. ...........-- 
Rents and utility services 
Printing and reproduction 
Other contractual services 4 mis cacks 
Services performed by other agencies 
Suponlies and materials ft Satan 
Equipment [ aoa koh adoee 
Grants, subsidies, and contributions: 
Contribution to retirement fund_ 
Refunds, awards, and indemnities 
Taxes and assessments... 


Total obligations 
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Obligations by objects 


1, 089 | 

4} 
1, 013 | 
1, 040 | 


$6, 435,714 | 
49, 425 | 

25, 299 

6, 857 


6, 517, 292 
970, 150 
25, 871 
120, 883 
27, 812 | 
112, 022 | 
55, 368 | 
92, 625 
| 
| 





45, 331 
95, 393 | 


2, 199 | 


8, 072, 536 





$6, 399 
GS8-9.1 


7,590 | 


i 

| 

$6, 928, 310 | 
50, 000 | 


} 
| 


7, 000 | 


6, 985, 310 
1, 010, 600 
33, 175 | 
126, 305 
28, 845 
102, 500 
46, 270 
85, 020 | 
44, 940 
97, 000 


, 500 
2, 535 





8, 600, 000 


Budget authorizations, expenditures and balances 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation 
Obligated balance brought forward 
Restored from certified claims account -- 


Total budget authorizations available 
EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations 
Out of prior authorizations 


Total expenditures 
Balance no longer available: 
Unobligated (expiring for obligation) 
Other 
Obligated balance carried forward 


Total expenditures and balances__ 


1956 actual | 1957 estimate | 1958 estimate 


$7, 356, 275 
50, 000 

28, 230 

7, 000 

7, 441, 505 
1, 141, 850 
35, 810 
132, 180 


| 1956 actual | 1957 estimate | 1958 estimate 


| 
| 
| 
| 
/ 
| 


$8, 140, 090 
479, 024 | 


7, 661, 419 
462, 274 | 


8, 123, 693 | 
63, 326 | 
16, 663 
415, 342 


8, 619, 024 


$8, 600, 
415, 


9, O41, 


000 | 
342 | 
468 | 


7 
810 
| 

| 


8, 099, 
441, 


900 | 
800 | 


8, 541, 700 


500, 110 


9, 041, 810 


$9, 629, 000 
500, 110 


10, 129, 110 


9, 058, 000 
500, 000 


9, 558, 000 


871, 110 


10, 129, 110 


Mr. Wuitren. We come now to the Rural Electrification Admin- 


istration. 


In that connection, we will place into the record at this 


point pages 297 through 303, and 308 through 321 of the justifications. 
(The material referred to follows:) 


PURPOSE STATEMENT 


The Rural Electrification Administration was established by Executive Order 


7037 of May 11, 1935 
Service to unserved rural people. 
trification Act approved May 
Agriculture, effective July 1, 


, to make loans for the extension of central station electric 
The agency was continued by the Rural Elec- 
20, 1986, and became a part of the Department of 


1939, under Reorganization Plan II. On October 


28, 1949, the Rural Electrification Act was amended by Public Law 423, 81st 
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Congress, to authorize REA to make loans for the purpose of furnishing and 
improving rural telephone service. 

Loans for construction of electric and telephone facilities are self-liquidating 
within a period not to extend 35 years, and bear interest at the rate of 2 percent, 
Loans to finance wiring installations and electrical and plumbing appliances 
and equipment are also made at 2-percent interest but for shorter periods. 

In the electrification program, the principal borrowers of this Administration 
are cooperative associations formed solely for the purpose of making electricity 
available in rural areas. Borrowers are encouraged to plan area-coverage pro- 
grams for the expeditious extension of central-station service to remaining 
unserved farms and to plan overall operations and maintenance of facilities 
to serve the consumers most effectively and assure maximum security for the 
Government’s loan. The accumulated experience and sound financial condition 
of many borrowers is fully utilized in developing and carrying out their operation 
plans. 

In the telephone program, loans are made to both private companies and 
cooperatives. REA is following the policy of continuous cooperation with the 
industry in the extension of telephone service to rural areas. REA works with 
the telephone borrowers in developing sound construction and operating policies, 
and with manufacturers in the development of efficient and economical telephone 
equipment specifically designed for rural needs. Practically no standards of 
equipment specifically designed for rural telephone systems were in existence be- 
fore REA initiated work in this field. In the interest of protecting loan security, 
considerable time and attention must be devoted to working directly with bor- 
rowers which, for the most part, have had little or no past experience in operat- 
ing efficient up-to-date rural telephone systems. They are expected, however, 
to assume responsibility for the operation of their systems. 

The Rural Electrification Administration has no field offices. Relations with 
the borrowers are maintained through offices in Washington and a staff of full- 
time field employees working directly with the borrowers. 

The Rural Electrification Administration on November 30, 1956, had 1,019 
full-time employees, 807 of whom were in Washington departmental service and 
212 in the field service. 





Estimated Budget esti- 
available, 1957 mates, 1958 


Loan authorizations: 
Rural electrification - - ------- 


on eT * $214, 000, 000 | 2 $179, 000, 000 
Rural telephone. ........--.------ . 


| 
| 
| 3 100, 000, 000 | 4 60, 000, 000 


239, 000, 000 
Salaries and éxpemses..........--.--.-.---- 8, 600, 000 9, 629, 000 


| 


Total, loan authorizations. - ------- : ‘ 314, 000, 000 | 


1 Includes reserve authorization of $25,000,000. 
2 Includes proposed reserve authorization of $20,000,000. 
3 Includes reserve authorization of $20,000,000. 
4 Includes proposed reserve authorization of $10,000,000. 


Loan authorizations 


Loan authori- Estimated 


zation | loans 
Electrification loans: wii ' 
Appropriation Act, 1957 (authorization to borrow from the Secretary | | 
of the Treasury) — , - | 1$214,000,000 | 2 $185, 000, 000 
Budget estimate, 1958_. t : S | %179, 000, 000 2 185, 000, 000 
Change bee ke oaciee | —35, 090, 000 | 
Telephone loans: 
Appropriation act, 1957 (authorization to borrow from the Secretary 
of the Treasury) ahi Lido’ : ; 4 100, 000, 000 2 80, 000, 000 
Budget estimate, 1958 Oe R : 5 60, 000, 000 2 80, 000, 000 
Change... donne —40, 000, 000 


' Includes reserve authorization of $25,000,000. 

2 In addition to new loan authorization, balances carried over from prior years are available to meet loan 
requirements. 

3 Includes a proposed reserve authorization of $20,000,000, 

4 Includes reserve authorization of $20,000,000. 

5 Includes a proposed reserve authorization of $10,000,000. 


1385 


The following tables reflect the loan requirements and funds available for 
such requirements in the fiscal year 1956 and estimated for the fiscal years 1957 
and 1958: 

Blectrification loans 


1956 actual ls 1957 estim atl 1958 estimate 


ae eee 


Loan funds available: 
Loan requirements ‘ : $192, 719, 356 | $185, 000, 000 $185, 000, 000 
Funds available for additional loans +124, 67 ; +-54, 677, 530 | -+-24, 677, 530 


Total loan funds available--_.. 317, 396, 886 | 239, 677, 5 209, 677, 530 
Analysis of loan funds available | 

New loan autborization (including reserves) , 000, 000 214, 000, 000 , 000, 000 
Carryover from prior year. | 723, 431 | +24, 677, 530 +-29, 677. 530 
Rescissions of prior loans - - . .. | , 673, 455 +1, 000, 000 , 000, 000 

Total loan funds available. - - | 317, 396, 886 | 239, 677,530 | 209, 677, 530 
Less loan requirements - -. — 192, 719,356 |—185, 000, 000 | 5, 000, 000 
Less reserves... i --. |—100, 000, 000 | —25, 000,000 | —20, 000, 000 


Balance to next year 





Telephone 


1956 actual | 1957 estimate | 1958 estimate 


Loan funds available: 


Loan requirements-_-__. “Tr | $80,980,000 | $80,000, 000 $80, 000, 000 
Funds available for additional loans. - . .- wei a4 | +30, 345,176 | +51, 345, 176 +12, 2, 345, 176 


Total loan funds available : il, 325, 176 131, 345, 76 


Analysis of loan funds available: 

New lean authorization (including reserves) 75, 000, 000 100, 000, 000 60, 000, 000 
Carryover from prior year —._--- +33, 656, 1 176 | +30, 345, 176 +31, 345, 176 
Recissions of prior loans_-...~--- , . +2, 9, +, 000, 000 +-1, 000, 000 


Total loan funds available... _..__--- 5 pee abl 11, 325, 176 131, 345, 176 92, 345, 176 
Less loan requirements. - - - --- ‘ .| —80, 980, 000 —&0, 000, 000 —80, 000, 000 
Less reserves... . J s - —20, 000, 000 —10, 000, 000 

Balance to next year-_---- e | 80,345,176 | 31,345, 176 2, 345, 176 
{ 


Project statement (on the basis of estimated loans) 


By projects 1956 | 1957 1958 
’ (estimated) | (estimated) 





Loans: 
1. Rural electrification . ‘ 1 $192, 719, 356 | $185, 000, 000 $185, 000, 000 
2. Rural telephone_- eae : | 80, 980, 000 80, 000, 000 80, 000, 000 


Total loan requirements______--- Eos _| 273, 699,356 | 265,000,000 | 265, 000, 000 
| | 


1 Includes loans totaling $2,914,556 approved in May 1955 which were obligated against the 1956 loan au- 
thorization. 


EXPLANATION OF ESTIMATES 


Rural electrification loans.—HElectrification loans are expected to total about 
$185 million for each of the fiscal years 1957 and 1958, though the request for 
new loan authorization reflects a decrease from $214 million in 1957 to $179 
million in 1958. The reduction in new loan authorization is possible because of 
an estimated carryover of $29,677 930 from fiscal year 1957 into fiscal year 1958 
and an estimated $1 million in rescissions of prior year loans during the fiscal 
year 1958. 

Rural telephone loans.—The telephone loans for fiscal year 1958 are expected 
to total about $80 million, the same as has been estimated for fiscal year 1957. 
Though loans for each of the 2 fiscal years are expected to be about the same, the 
estimate in new loan authorization reflects a decrease from $100 million in 1957 
to $60 million in 1958, This reduction is based on an estimated $31,345,176 in 
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funds to be carried over from fiscal year 1957 to fiscal year 1958 plus an esti- 
mated $1 million in rescissions of prior year loans during the fiscal year 1958, 
The new loan authorization together with the estimated carryover and rescis- 
sions would make a total of $92,345,176 available for telephone loans in fiscal] 
year 1958. 

Salaries and expenses 


Appropriation act, 1957 and base for 1958 $8, 600, 000 
Budget estimate, 1958 9, 629, 000 


Increase +1, 029, 000 
Summary of increases, 1958 


Rural electrification program: For lending and construction activi- 
ties incident to new loans +$91, 105 
Rural telephone program: 
For construction activities incident to new loans_-__--..__-__ +266, 100 
For loan security activities with respect to outstanding loans__ +240, 845 
For contribution to the retirement funu pursuant to Public Law 


+430, 950 





| 
| Inerease or decrease 


1957 (esti- | 1958 (esti- 
Project | mated) Retire- mated) 
|}mentcots| Other 
| (Publie | 


Law 854) 


1. Administration of rural electrification 
| 


program: 


(a) Lending and construction ac- | 
ti ities, new loans sah 750 | 645 
(6) Loan security activities, out- 
standing loans. -.---- y 7 510 | 990 2, 773, 500 


Total administration of rural | 
electrification program 260 | +231,635 | +91,105 | 4,818, 000 





2. Administration of rural telephone pro- 
progra n: 
(a) Lending activities, new loans 1, 446, 915 2, | | sl 550 
(5) Construction activities, new | } 
loans , 412, 1, 502,05 +72, 71! +266,100 | 1,840, 900 
(c) Loan security activities, out- | 
standing loans 94, 1, 155, 740 | +53, +240, £45 1, 450, 550 
Total administration of rural 
telephone program | 3, 726, 4, 104, 740 | 31 +505, 945 4,811, 000 


Unobligated balance ‘ 
Total retirement costs (PublicLaw 854) - - 950}} [+2 , 050] [459, 000] 


Total available or estimate - - 8, 135, 862 | 8, 600,090 | 950 +59 ,00)! 9,629, 000 
Transfer in 1957 estimates to ‘‘Salaries and 


expenses, Office of the Secretary of Agri- 
culture”’ +4, 138 


Total appropriation or estimate 8, 140, 000 


STATUS OF PROGRAM 
1956 ELECTRIFICATION PROGRAM 


BPlectrification loans for the fiscal year 1956 exceeded the amount loaned during 
fiscal year 1955 by more than $22 million. It was the largest amount loaned 
since 1951. Construction activities and funds advanced to borrowers continued 
at a high rate, and significant progress continued during the year in improving 
the security of outstanding loans. Program developments during 1956 are high- 
lighted below. Comparable figures on loans and construction for prior fiscal 
years appear in tables Nos. I and II. 





sti- 
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Lending and construction 

Loans.—In the 1956 fiscal year 344 loans were made amounting to $189,804,800. 
The loans will provide fer the construction of approximately 23,700 miles of 
line to bring electric service to about 171,300 new consumers, for heavying up of 
existing systems, and for generation and transmission facilities. The amount 
loaned for each purpose is shown in the following table: 


1956 loan program 
Purpose | ens = ria, 
Percentage | 


of total Amount 
| a 

Distribution saealain ae ; 65.3 | $123, 907, 861 
New linec onstrue tion (32. 1) (60, 836, 930) 
System improvement (includes Communication Facilities) ; (23.2)| (43, 972, 302) 
Other (ine potas hen arter facilities, deficiencies, contingencies, etc.) -- - -- (10.0)} (19, 098, 629) 
Generation . - a 18.2 | 34, 495, 000 
Transmission : ; : | 14.1 26, 756, 939 
Section 5 loans (consumer fac ilities) y ! ode ; | 2.4 | 4, 645, 000 
Total loans for year . a ‘ 100.0 | ' 189, 804, 800 
Cancellations of prior loans during year ; : —1, 673, 455 
Net increase during year in cumulative loan obligations - - : siete | 188, 131, 345 





1 Excludes $2,914,556 obligated in 1955 against loan authorization in 1956 Agricultural Appropriation Act 


Applications.—The backlog of applications on hand dropped from $97 million 
at the beginning of the year to $89.7 million at the end of the year 

Loan funds advanced to borrowers.—During the fiscal year 1956, a total of 
$154,739,545 was advanced to borrowers, mainly from loans of prior years. The 
amount advanced was $2,002,390 less than the amount advanced during fiscal 
year 1955. The decrease is due chiefly to the fact that in recent years an 
increasing percentage of the loans made have been for generation and trans- 
mission. Construction under these loans extend over a much longer period 
of time. 

Consumers served and construction progress.—During the 12 months ending 
June 30, 1956, electricity was extended to 113,880 rural consumers through the 
construction of 23,932 miles of line. During the previous year, 138,602 consumers 
we-e connected through construction of 32,439 miles of line. 

Loan rescissions.—Periodically, REA reviews the status of unadvanced loan 
funds for all borrowers, as well as doing so each time a new loan is under con- 
sideration for a particular borrower. Loans are rescinded or transferred to 
other needed purposes where it is indicated that borrowers no longer need the 
remaining unadvanced funds for the purpose for which they were loaned. During 
the fiscal year 1956, loan rescissions amounted to about $1.7 million. 


Loan security activities 

Loan repayments.—Through June 30, 1956, cumulative principal and interest 
payments amounted to $493,144,519 and $246,129,305, respectively. Payments on 
principal made ahead of schedule amounted to $95,870,361, while principal and 
interest payments overdue more than 30 days amounted to $332,363, or slightly 
more than one-twentieth of 1 percent of the amount due. The overdue amount 
does not include principal and interest in the amount of $44,478 on 2 loans 
which were foreclosed. Corresponding figures as of June 30, 1955 were: 


Payments: 


Ben cas ea et cae a a arrancones ewe $413, 277, 120 
Waterese. ee oe i a aetna arn _.-.._. 208, 836, 270 
Repayments ahead of sc hedule erate niente ee eee he ee a 84, 941, 595 
Payments overdue more than 30 days___-----------_---~- ape 898, 282 
Interest and principal on 2 foreclosures__-__- re te cca etnies 44,478 


Increased debt service.—RBorrowers have generally needed a 5-year period 
after a loan is made to complete construction and develop loads on their lines 
before achieving a revenue producing level —— to cover expenses and make 
repayments on their loans. For that reason 5-year deferments of interest and 
principal payments on loans have been granted pote which interest and principal 
payments are scheduled in equal annual installments over the remaining 30 

ST767—5 
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years of the loan period. Since most borrowers have received several. loans 
over a period of time, this means that their total period of debt repayments to 
REA is substantially greater than 35 years. This frequently means that their 
debt service obligations will peak sometime during the midpart of their loan 
period. From 1948 to 1956, annual principal and interest due from borrowers 
increased from approximately $32 million to over $105 million. 

Loan security problems.—Since most of the borrowers have not yet reached 
their peak loan repayment period, any analysis of loan security must go con- 
siderably beyond the borrowers present position with respect to loan repay- 
ment. One measure is to compare the margin of revenue over expenses (includ- 
ing an allowance for replacements) with the maximum schedule of repayment 
that would be required if none of the payments were being deferred. This is 
most meaningful when assessed in terms of the weighted age of the borrower's 
plant. On this basis, the debt service earned ratios of 151 borrowers fell below 
expectations as of the end of the calendar year 1955, as compared with 1938 as 
of the end of the calendar year 1954. There were 10 borrowers in default on 
payments due as of June 30, 1956, as compared to 17 as of June 30, 1955. 

The loan-security program is directed toward working with borrowers to 
detect adverse trends and other unfavorable developments which might endanger 
loan security. Intensive effort is devoted to individual borrowers who are in 
financial difficulty or represent loan security problems for other specific 
reasons. 

Electric sales program.—Except in unusual circumstances reductions in ex- 
penses are not of sufficient magnitude to solve loan-security problems, and an 
increase in power sales is often the only practical answer. Also, increased usage 
of equipment besides resulting in an increase in power sales means a more highly 
diversified load and an improved load factor or greater kilowatt-hour sales per 
kilowatt of demand. With a very small outlay of Federal funds a hard-hitting 
electric sales program is being carried on. The major effort of REA in this regard 
is in stimulating borrowers, borrower organizations, power companies, and manu- 
facturing and sales concerns to get together and develop advertising and sales 
programs aimed directly at the potentially huge rural market. Through this 
program considerable progress has been made in promoting the increased sale 
and beneficial use of electric power in rural areas. This will materially 
strengthen the financial condition of REA borrowers. The increased use of power 
on farms in addition to bettering the financial condition of the borrowers is 
reducing the operating costs of farmers by use of this cheapest hired hand. 


Other program and organizational highlights 


Nuclear power.—During the year two REA borrowers, the Rural Cooperative 
Power Association in Minnesota and the Wolverine Electric Cooperative in Michi- 
gan, received approval in principle from the AEC of proposals to construct power- 
plants powered by nuclear reactors. In May of 1956 an REA nuclear-power gen- 
erator loan was made to the Minnesota cooperative. Basically the RHA loan is 
for a conventional 22,000 kilowatt steam generating plant at Elk River. While 
the loan provides financing for a conventional boiler, producing steam from coal 
or gas, it is anticipated that this boiler would not be built if the negotiations with 
AEC are successful. The cooperative would purehase steam from the reactor 
(nuclear furnace) to be financed and owned by AEC on a site provided by the 
cooperative. 

Selective approach in work with borrowers—RBHA policy is to work with bor- 
rowers on a selective basis. Electric borrowers having satisfactory operating 
trends receive the minimum attention needed to assure REA that the long- 
term outlook does not represent a risk to Government loan funds. On the 
other hand when studies reveal that a borrower is not likely to meet debt- 
service requirements, that borrower receives major attention from the REA staff. 
This has made it possible to carry out the workload in the electric program with 
a much smaller staff than in prior years. 


1957 ELECTRIFICATION PROGRAM 


REA’s primary responsibility is for safeguarding the: Government security 
for over $3% billion in loans already made. Attention must also be given to 
the extension of electric service to the remaining unserved areas as well as to 
meeting the needs for the ever-increasing use of power on existing systems. 
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Lending and construction 


Applications on hand and rate of receipt—Hlectric applications on hand 
amounted to over $89.7 million on June 30, 1956. During the fiscal year 1957 
it is expected that an additional $180 million in new applications will be re- 
ceived. Not all of these applications make an immediate contribution to loan 
demand, of course, since many are withdrawn or returned to the field for re- 
working. Nevertheless, the figures indicate a heavy loan demand for 1957. 

Loans.—An estimated 6 percent of American farms were without central sta- 
tion electric service as of June 30, 1956. Loans to provide service to these estab- 
lishments involve increasing difficulties as the more sparsely settled sections 
are reached. Applications from the “thinner” areas require more detailed study 
of construction costs, probable revenues, and operating costs. The problems of 
adequate and dependable power supply are great in sparsely settled areas where 
power sources are scarce and transmission distances are long. 

The need for electric loans is not limited to extension of electric service to 
remaining unserved rural people. As the use of electric power for farm pro- 
duction and rural living increases, borrowers must increase their system capac- 
ities to be able to deliver the power required at acceptable voltages to over 
4 million rural consumers. There is an increasing loan need for such purposes 
as the installation of voltage regulators, new substations, heavier conductor, 
poles, crossarms, and hardware. Complex lending and construction plans in 
accordance with comprehensive system planning studies must be worked out 
to assure that these system improvements are carried on in an orderly and 
economical way, and to assure the existence of an adequate, dependable, and 
economical wholsale power supply. 

REA expects to loan about $185 million during fiscal year 1957. Loans for 
extension of new service will provide for about 25,000 miles of line and connec- 
tion of about 175,000 new consumers. Of the amounts to be loaned, an estimated 
$65 million will provide for additional generation and transmission capacity, and 
an estimated $40 million will be loaned for system improvements. 

Construction.—About 25,000 miles of distribution lines will be energized during 
1957, bringing service to an estimated 100,000 new consumers. It is estimated 
that 3,000 miles of transmission line will be energized, and 158,000 kilowatts of 
generating capacity installed. On June 30, 1956, loans had been made for about 
63,477 miles of line not yet energized; loans through that date would provide 
service to about 416,000 consumers not then connected. 

Advances.—Advances of loan funds are estimated at $160 million for the 
fiscal year 1957. Unadvanced loan funds are expected to approximate $507 mil- 
lion on June 30, 1957. The amount of unadvanced loans is substantial because 
of the considerable time which elapses between the making of a loan and the 
final advance of funds when construction is completed, particularly for genera- 
tion and transmission facilities and system improvements. 


LOAN SECURITY ACTIVITIES 


Borrowers’ loan-repayment schedules are increasing sharply. Repayments of 
record amounts loaned in recent years are now becoming due. With 5-year 
deferrals of interest and principal payments, cumulative loans through fiscal 
year 1951, just over $2.4 billion, have already reached the repayment stage. 
On the basis of loans made through June 30, 1956, the figure will steadily in- 
crease to over $3.2 billion by fiscal year 1962. The total interest and principal 
due from borrowers is expected to increase from $105 million in 1956 to about 
$131 million in 1960. With 35-year loan periods, debt-service requirements will 
continue to gradually increase for a period of years after 1960. REA must 
work with the electric borrowers in developing them to the point where they 
can meet these increasing debt-service requirements. Intensive effort is devoted 
to borrowers who currently have unsatisfactory debt service earned ratios. At 
the end of fiscal year 1956 there were about 131 borrowers in this category. 

Condition of physical facilities —Until recent years, borrowers have been 
operating plants which were substantially new and, therefore, have required 
little maintenance. As borrowers’ plants become older, effective technical 
operations and maintenance practices become increasingly more important. 

Vith the loads of many borrowers approaching system capacity, skillful opera- 
tion of these systems takes on ever greater importance. In the fiscal year 1957 
more than two-thirds of the borrowers’ systems will be over 5 years old and many 
of these facilities are approaching 10 years of age. The soundness of the physi- 
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cal facilities and their operations is essential if the farmers are to receive ade- 
quate service and the Government loan repaid. 

REA field engineers make surveys of the borrower’s physical plant to ascertain 
its condition and bring possible improvements to the attention of the borrower, 
Technical information is continually being developed by the engineering staff 
for borrowers’ use in important aspects of technical operations and maintenance 
to protect the properties that secure the Government loan. 

Organization and operational soundness of borrowers.—Continuous work is 
carried out with loan security borrowers in developing comprehensive manage- 
ment plans and assisting them in business and technical operations until they 
are back in sound operating status. Experience has shown that if sufficient 
attention can be given to these borrowers when the first indication of d.fficulty 
appears, serious future threats to loan security and probable losses of Govern- 
ment loan funds can be avoided. 

Increased. borrower revenue.—The most effective way to improve a borrower’s 
financial condition is to increase revenue. Substantial progress is being made in 
this direction through continued progress in the electric sales program, with a 
moderate outlay of Government funds. 


Other program highlights 

Power supply.—The inadequacy of wholesale power supply in certain sections 
of the country continues to be a major problem. To meet this problem may 
require new wholesale power contracts, integration of existing REA-financed 
power facilities with other facilities in the area, or generation and transmission 
by REA borrowers. 

Nuclear power may meet some of the future rural electrification needs but 
it will probably be some time before it can feasibly be adapted to current-day 
problems. REA personnel working with the power-supply problems in rural 
areas are keeping abreast of developments in the nuclear-power field. Their close 
familiarity with the needs of the REA borrowers will assure that borrowers 
will have the full benefits of nuclear power as soon as it becomes a reality. 

The cumulative figures presented in the follwoing tables show the progress of 
the rural electrification program since its inception in May 1935: 


TaBLeE No. I.—Loans (cumulative figures) 


| | 
Total netloans| Milescon- | Consumers 
Date all purposes | structed (loan served (loan 
estimate) estimate) 


June 30, 1936____- ‘ ical 3, 903, 412 13, 072 | 
June 30, 1937_- 4 58, 936, 217 54, 407 | 
June 30, 1938___- saad . 172, 436 80, 951 | 
June 30, 1939_- 227, 236, 949 | 209, 818 | 
June 30, 1940 = . 268, 972, 949 251, 642 | 
June 30, 1941 360, 027, 621 356, 953 | 
June 30, 1942 0), 180, 345 | 409, 490 
June 30, 1943____. ces aad i ti 16, 881, 323 | 4°4, 287 | 
June 30, 1944___- ~~ : a 98, 811, 447 448, 889 
June 30, 1945___._- : . 524, 542, 502 471,351 | 
June 30, 1946 _- i eek 313, 914, 990 672, 667 | 
June 30, 1947... ; 38, 436, 162 811,019 
June 30, 1948___- . oe : ‘ eS , 381, 459, 261 931, 457 
June 30, 1949_- = , 830, 318, 858 1,097, 705 | 
June 30, 1950_. 2, 205, 470, 314 1, 214, 702 
June 30, 1951 i 4-dbau ; ‘ 2, 427, 204, 114 | 1, 286, 127 
June 30, 1952..._...- alia ale . 2, 592, 629, 925 1, 317, 279 
June 30, 1953... . | 30, 099, O85 1, 351, 297 | 
Tune 30, 1954__ y 2, S85, 932, 099 1, 387, 441 
June 30, 1955__- , eke. dh se tedébesiapeepia 3, 050, 119, 414 | 1, 411, 765 
June 30, 1956___- ae ci od a 3, 238, 250, 759 | 1, 435, 478 
June 30, 1957 (estimate) _ _. 250, 759 1, 460, 478 
June 30, 1958 (estimate) - eek z 3, 606, 250, 759 1, 485. 
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TaBLE No. II.—Construction (cumulative figures) 


4 mania Sagi mentor 
Funds Miles Cotbimneeil Total kilowatt- 

Date advanced energized served | hours billed 

(annual) 

} 


A a ee 


June 30, 1936. _- $823, 262 | 400 | (1) 
Peay Geet oon. 5. eddies atenadics . 11, 864,.836 | 8, 000 (‘) 

June 30, 1938__. ‘ Sung reens 60, 040, 810 41, 736 , 025 | () 

June 30, 1939___ , ; J | 122, 337, 824 115, 230 : | () 

June 30, 1940_ - ; | 221, 287, 287 | 232, 978 ; 311, 479, 000 
June 30, 1941___ j 296, 395, 142 307, 769 , 56, 422, 77 
June 30, 1942_- ‘ . . 354, 616, 010 369, 129 ; 893, 461, 286 
June 30, 1943 : | 369, 152, 582 381, 747 ; , 8 , 460, 460, 571 
June 30, 1944 | 387, 630, 670 397. 861 ; 791, 607, 706 
June 30, 1945___- oe idee 427, 366, 738 424, 072 | , 287, § 2, 066, 121, 706 
June 30, 1946... ‘ ‘ | 514, 619, 844 | 474, 837 . , 057 | 2, 185, 149, 697 
June 30, 1947_- 704, 705, 701 546, 781 35 2, 861, 024 042 
June 30, 1948. - ; 950, 941, 648 666,156 |} 2. . 016, 273, 673 
June 30, 1949_ , 272. 228, 526 839,685 | 2,778, 180 | 5. 474, 001, 598 
June 30, 1950_. | , 558, 887, 178 , 018 336 | 3,251, ), 973, 694. 936 
June 30, 1951 : , 827, 017, 836 , 134,498 | 3,! 32% 737, 816, 088 
June 30, 1952_- ‘ 2, 054, 591 865 | 1,210,473 | ; , 426 0), 693, 286, 075 
June 30, 1953____- bated ‘ 2, 262, 225 , 271, 443 | 3, 951, 9 560, 298, 086 
June 30, 1954_. ; =-aiinen ’ 2, 443, 754 | , 315, 630 , 109, 223 | 947, 103. 217 
June 30, 1955 | 2, 600, 496, 268 , 348, 069 37, 825 | 788, 343, 000 
June 30, 1956. _. oad | 2. 755, 235, 813 , 372, O1 | : , 705 20, 664, 933, 000 
June 30, 1957 (estimate). ........-- 4 , 915, , 813 , 397, 001 | 7 23. 500, 000, 000 
June 30, 1958 (estimate) . - -- y | 3,095, 235,813 | 1, 422, 001 ; 705 | 26, 500, 000, 000 











! Not available. 


1956 TELEPHONE PROGRAM 


Lending and construction activities reached record levels during the year. 
The number of loans approved, amounts loaned, amounts advanced, pole miles 
of line completed, and subscribers served exceeded accomplishments in any 
previous year. Organizational improvements were also made to keep pace with 
the growing program. The major achievements during the year are highlighted 
below : 

Lending activities 

Loans.—During fiscal year 1956, 207 loans amounting to $80,980,000 were made, 
including loans to 121 new borrowers. During fiscal year 1955 there were 147 
loans amounting to $52,744,000 including loans to 79 new borrowers. Net loans 
to date now amount to $312,391,542 and will provide funds fer new or improved 
service to an estimated 695,389 rural subscribers, on an estimated 201,524 miles 
of line. 

Applications.—Applications continued to come in at a substantial rate during 
the year; 211 applications in the amount of $76,277,000 were received. These 
were in addition to $51,088,769 in applications on hand at the beginning of the 
fiscal year. By the end of the year applications on hand had been reduced to 
$46,766,000. 


Construction. activities 


Construction progress.—Construction during the year provided new or im- 
proved service to about 75,000 rural subscribers, on 23,109 miles of line. On 
June 30, 1956, contracts and force account proposals had been approved for con- 
struction of over 35,000 additional miles. 

Adwance of funds.—Funds advanced to telephone borrowers during fiscal year 
1956 amounted to $53,919,279, an increase of 35.5 percent over the 1955 rate. 
Cumulative advances through 1956 totaled $153,808,413. 

Expedition of construction.—REA continued to encourage interest on the part 
of engineering firms to enter the rural telephone field and to acquaint borrower 
and engineering firm personnel with REA policies and requirements. Through 
these efforts, together with other contributing factors, the quality of the work 
of engineering firms has continued to improve. The standardization work of 
REA staff engineers, and the increased interest of equipment manufacturers 
in rural telephony as a market has helped to increase the pace of construction. 
This has been offset to some extent, however, by the limitations of the equip- 
ment manufacturers’ capacity and the availability of qualified engineers. 


Loan security activities 


Loan repayments.—As of June 30, 1956, total amounts due from borrowers 
were $4,724,913 against which payments of $4,288,813 had been made. Advance 





1392 


payments amounted to $186,295 while amounts overdue more than 30 days 
totaled $553,623. Among the principal factors accounting for this overdue 
amount is that the deferment period accorded early borrowers was for only 
2 years. Furthermore, instead of placing funds under note periodically as they 
were needed, the entire amount of the loan was placed under note at the time 
the loan contract was executed. Construction delays, especially the long delays 
in delivery of central office equipment, produced a situation where borrowers 
reached the end of their deferment period and were due to make their first pay- 
ment before their systems were completed. The deferment period on current 
loans is 3 years, and amounts are now placed under note to cover only cash 
needs during the ensuing 6 months or so, which should materially improve this 
situation. 

Borrowers in operation.—Many telephone borrowers face operating problems 
almost at the time of a loan, since they are either operating existing facilities 
or acquire operating facilities soon after the loan. Some borrowers have a 
combination of new and existing facilities. Other borrowers start new systems 
and must develop a sound operating business and an adequate staff to carry 
out the daily operations. If borrowers receive the proper amount of attention 
from REA from the beginning, there is much less risk of serious loan security 
problems developing in the future. The extent of these needs is shown by the 
fact that operations work was carried on with 466 borrowers during the fiscal 
year 1956 as compared with 351 the year before. In comparison the number of 
borrowers who had cut over REA-financed facilities, rose from 158 on June 30, 
1955, to 227 on June 30, 1956. 

Loan security problems.—During the year intensive effort was devoted to 
individual borrowers who had not developed a level of operations adequate to 
assure loan repayment. These borrowers were helped with critical operating 
problems such as rates, operating budgets, personnel, connecting company agree- 
ments, etc. By helping or advising borrowers in matters such as negotiation 
of an adequate connecting company agreement they have been able to get more 
favorable terms that permit them to retain more of their toll receipts or pay 
less for such things as operator assistance service. This type of help from 
REA assists borrowers to put their operations on a sound financial operating 
basis. REA also has assisted borrowers in extending their service more rapidly 
in order to realize their full revenue potential as soon as possible and thereby 
improve their financial position. 


OTHER PROGRAM AND ORGANIZATIONAL HIGHLIGHTS 


Reorganization.—Telephone activities have been carried on previously through 
five operating sections in each of the 2 divisions. During 1956, in order to 
obtain a better distribution of the workload of these divisions, eight sections 
were formed in each of them. The new eight-section organization not only 
balances more evenly the workload but also reduces the number of borrowers 
for which each section is responsible and permits a strengthening of the special- 
ized services available to those borrowers with difficult system problems. The 
program now involves 466 borrowers and new borrowers are being added at the 
rate of about 100 a year. The new section arrangement is designed to permit 
REA to better keep pace with the growing program. 

SAGE program.—tThe purpose of the Sage program (semiautomatic ground 
environment) of the United States Air Force is to provide the United States 
with necessary radar coverage for hostile aircraft detection and automatic 
means of assimilating the information for defense purposes. The Air Force 
will lease circuits from the telephone utility in whose area the radar sets are 
located. RBA telephone borrowers are situated in such areas and most of the 
borrowers involved are making plans to provide the circuits required. REA 
will assist the borrowers through loan funds and technical assistance in design- 
ing the facilities. REA has established close liaison with the Air Force and 
the American Telephone & Telegraph Co. on all aspects of the Sage program. 
To date it is known that 21 borrowers will have Sage installations on their 
systems. 

1957 TELEPHONE PROGRAM 


Lending activities 


Loans.—It is expected that loans will total about $80 million for the fiscal 
year 1957. It is estimated that these loans will provide for new or improved 
service to about 185,000 rural subscribers on an estimated 45,000 miles of line. 
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Cumulative loans through 1957 will provide new or improved service to about 
880,000 subscribers. 

Applications.—Applications on hand at the beginning of fiscal year 1957 totaled 
$46,766,000. It is expected that additional applications totaling $100 million 
will be received during the fiscal year. 


Construction activities 


Construction completed and subscribers served.—aActivity is expected to in- 
crease substantially during the fiscal year 1957. It is estimated that 113 borrowers 
will cut over their exchanges in 1957, bringing total borrowers with exchanges 
eut over to 340; that 32,000 miles of line will be newly constructed or rebuilt, 
bringing the cumulative total to 100,607; and that 104,000 subscribers will get 
new or improved service during the year. It is estimated that by the end of 1957, 
about 327,000 rural subscribers will have received new or improved service 
through rural telephone loans. 

Advance of funds.—With the expected increase in construction activities, 
advances of funds are estimated at $65 million in 1957; an increase of more 
than $11 million over 1956. The number of borrowers authorized for advance 
of funds will increase from 383 in 1956 to over 500 in 1957. The cumulative 
amounts advanced will rise to about $219 million by the end of the year. 

Expedition of construction and new development.—The rate of construction has 
improved as a result of improved engineering procedures and the requirement 
for complete area coverage surveys prior to the granting of a loan. Private 
manufacturers are being encouraged to develop and manufacture self-supporting 
“able, economical small central offices, and other equipment. New technological 
developments in carrier systems, microwave equipment, and voice repeaters hold 
promise for extending service to sparsely settled areas, where cost of wire line 
and other conventional equipment present difficult situations. 


Loan security activities 


Debdt service payments.—The cumulative amounts of interest and principal due 
will rise from $4,724,913 through June 30, 1956, to about $8,090,000 through 
June 30, 1957. 

Work with borrowers.—The total number of borrowers will rise from 466 on 
June 30, 1956, to an estimated 585 by June 30, 1957. During fiscal year 1957, 
REA expects to devote more attention to helping borrowers secure and develop 
the best management available and to attaining their maximum revenue point 
as rapidly as possible. Attention will be concentrated on delinquent borrowers 
and on those experiencing unsatisfactory or adverse financial trends. Many of 
these borrowers lack experience in the telephone field or with the operation of 
modern telephone equipment. During 1956, the REA staff devoted more time and 
attention to these matters than had been possible previously, but these efforts 
remain substantially less than what is needed in the interests of loan security. 

Cumulative statistics—The cumulative figures presented in the following 
tables show the progress of the rural telephone program since its inception in 
October 1949. 

TaBLeE No. III.—Loans (cumulative figures) 


Loan estimate 
Number} Total net | 
of bor- loans Miles of pole Subscribers, 
rowers line con- | newand 
structed or | improved 
improved | _ service 


j 
—— ——— | —___ 


June 30, 1950 aii eam bdedold , 426, 500 3, 948 | 16, 837 
June 30, 1951____- 2 4 . . , 255, 000 | 155, 816 
June 30, 1952. ____-. : , 260, 718 72, 565 251, 050 
June 30, 1953. .....-. ‘ | , 144, 218 88, 337 302, 597 
June 30, 1954... __- a ace 7 ; 84, 578, 542 25, 576 410, 657 
June 30, 1955... ines Socal ped 234, 180, 542 57, 7: 515, 683 
June 30, 1956_ _- 7 312, 391, 542 201, 5: 695, 389 
June 30, 1957 (estimated) ___- Sek : , 391, 542 246, 52 880, 389 
June 30, 1958 (estimated) __...._._._- | , 391, 542 291, 52 1, 065, 389 
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TasBLeE No. 1V.—Construction (cumulative figures) 


| Miles of pole | Subscribers, 
linecon- | newand 

structed or | improved 
a service 


Funds 
advanced 


| 
| 
| 
| 
| 
| 


June 30, 1950 eS ba : : : ali 

June 30, 1951__- Zé seuSaeiss ‘ $155, 868 | (‘) (‘) 
June 30, 1952 . eusitetieind ‘i | 7, 797, 218 2 1, 686 
June 30, 1953 __ eal | 31, 662, 022 | 8, 242 24, 729 
June 30, 1954 By dh eubet sbb drnce. ot . 60, 102, 148 26, £ 85, 000 
June 30, 1955 abe ; hades --------| 99, 889, 15 45, 498 | 148, 000 
SR ii i ld atten deine a nae 153, 808, 412 68, 607 223, 000 
June 30, 1957 (estimate)_........_...-- : <2... | 218, 808, 41: 100, 607 | 327, 000 
June 30, 1958 (estimate) -- iid due stds | 293, 808, 41: 38, 607 | 451, 000 


1 


! Not available 


BIOGRAPHICAL SKETCH OF DAVID A, HAMIL 


Mr. Wuirren. Mr. Hamil, since this is your first appearance before 
this committee, we will be glad to have included in the record the 
prepared summary of your background and experience, which is our 
usual practice here. That will be for the information of the Members 
of Congress. 

(The material referred to follows :) 


David A. Hamil, Administrator of REA, was born in Logan County, Colo., on 
December 3, 1908. He and a brother, Don, operate 2 cattle feeding ranches 
comprising 3,600 acres of land in Logan County. The larger of the ranches is 
near Atwood and is the home of the Administrator. The other is near Sterling. 

Mr. Hamil was speaker of the Colorado House of Representatives from 1951 
until his appointment as Administrator. He was first elected to the Colorado 
General Assembly in 1938 and served continuously except for a 2-year term in 
1948-49. During his service in the Assembly he introduced several measures 
in support of rural electrification. 

Mr. Hamil participated actively in the rural electrification prograin in 1939 
when he helped sign up members and organize a section of the Highline Electric 
Association of Holyoke, Colo. This cooperative brought service to the Sterling 
ranch; the Atwood ranch already was receiving power company service. He 
served as director of the Highline Association for 3 years. 

The Administrator is a graduate of the Sterling High School and of Hastings 
College at Hastings, Nebr. He graduated in 1930 with a bachelor of arts degree. 

He is married to the former Genevieve Robinson of Denver. They have three 
children, Jo Ann, Don, and Jack. Mr. Hamil is a member of the Presbyterian 
Church and is a Mason and an Elk. 


Mr. Wuirren. Now, Mr. Scott, we will be glad to have your intro- 
ductory statement. 


GENERAL STATEMENT OF THE Direct: Rk, AGRICULTURAL CREDIT SERVICES 


Mr. Scorr. Mr. Chairman and members of the committee, we appre- 
ciate this opportunity to again meet with you to discuss the rural 
electrification and rural telephone programs. 

The Administrator of the Rural Electrification Administration, 
David Hamil, and members of his staff also are here. I believe this 
is Mr. Hamil’s first opportunity to meet with you. 

REA has had some very able administrators but I feel confident 
that Dave will provide a type of leadership that will be very helpful 
in further improving and strengthening the services of this outstand- 
ing organization. During the past year they have again contributed 
greatly to the progress of. agriculture in this country and to the wel- 
fare of our rural people. 
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We believe it is very important to aid these rural systems in every 
reasonable and necessary way to maintain adequate facilities to meet 
the increasing demand for their services. 


ELECTRIC LOANS 


The Budget estimates that electric loans will be $185 million in 
each of the fiscal years 1957 and 1958, Part of the loans will be for 
extension of central-station electric service to as many as possible of 
the 6 percent of American farms still unelectrified. 

A considerable amount of the loans will be used to increase the 
‘apacity of borrowers’ existing systems so that they will be able 
to meet the constantly increasing power loads. 

Average consumption on RE A-financed lines doubles about every 
7 years. Today the average farm consumer uses more than 264 kilo- 
watts of power a month. To meet these increasing loads some of the 
REA borrowers will have to generate and transmit more of their own 
yower. In many areas of the country an adequate power supply has 
odds one of the most pressing needs as the rural power needs 
continue to grow. 

As an aid to developing realistic budget estimates, the Rural Elec- 
trification Administration annually requests its borrowers to submit 
data pertaining to their plans for improvements and new construc- 
tion and estimates of financial requirements. 

The Administrator’s office has just recently completed a compilation 
of the last survey reports. These reports disclose larger estimated 
financial requirements for 1957 and 1958 than the estimates previously 
reported for those years. We are in the process of carefully review- 
ing these new plans and financial estimates. 

7 might add here, Mr. Chairman, that a summary of these estimates 
is in the process of being considered in the appropriate offices of the 
Administration. The Administration has not yet firmed up an opin- 
ion as to just what the budget implications are from these new 
estimates. 

It is not uncommon for REA borrowers to mention the 2-percent 
rate at which they can obtain REA loan funds, which is very favorable 
compared with rates generally charged these days. We hope that 
this favorable interest rate has not unduly influenced the stepped-up 
estimates. 

It shall continue to be the policy of REA to commit loan funds on 
the basis of realistic plans for future load requirements. 


TELEPHONE LOANS 


Telephone loans are expected to be about $80 million in fiscal year 
1958, the same as in the current fiscal year. Lending and construction 
activities set new records in 1956. The number of loans approved, 
amounts loaned, amounts advanced, pole miles of line completed and 
subscribers served exceeded accomplishments in any previous year. 

Total telephone loans from the beginning of the program through 
the close of this past calendar year are over $351 million, They will 
provide new or improved service to about 780, 000 subscribers. Over 
$188 million has been advanced to borrowers. About half of the farms 
of the country have telephone service although much of this service 
is very poor on the basis of present-day standards. 











1396 


Mr. Wurrren. Thank you, Mr. Scott. 
_Mr. Hamil, we will be glad to have your general statement, now, 
sir. 
GENERAL STATEMENT OF THE ADMINISTRATOR, REA 


Mr. Hamu. Mr. Chairman and gentlemen of the committee I think 
you will be somewhat interested in my background before I came 
down here. I am about the newest one in the room here. 

I was born out in the State of Colorado, and my home is still in 
the same county where I was born. I have been a farmer, a rancher, 
all my life, and for 16 years prior to coming here I was in the Colo- 
rado General Assembly. At the time I was appointed to my pres- 
ent position, I was speaker of the house of representatives of Colo- 
rado. 

Back in 1939, I helped to organize the B section of the Highline 
Electric Corp. in my area, and served as a member of the board of 
directors until about 1942. Since that time, I have been active in, 
what it has done in the community and in the area, but have not served 
on the board. I have been closely associated with the activities of 
rural electric cooperatives in the State from the legislative standpoint. 

Since joining this organization here, I have visited most of the 
States, because I felt that it would be necessary for me to get out 
into the areas where our borrowers live, and find out what they were 
doing with the funds that we had loaned to them, and what they had 
in mind for future use. 

I find very strong support everywhere for the rural electrification 
program. It does not make any difference whether I go into the city 
or whether I go into the country, I find very strong support. It is 
very popular because people can see what it has done. 

And having lived myself on an unelectrified farm, I know from 
personal experience how much those people appreciate the opportunity 
that they have had as a result of the REA program to provide them- 
selves with electricity. 

REA borrowers are now serving about 4,300,000 people here in 
the country with electric service, and about 300,000 in the telephone 
program. 

I know, as I mentioned, from personal experience, that the stand- 
ard of living in the rural areas of this country has been greatly im- 
proved since electricity has become a common factor. There is a big 
job still ahead in the electric field, and a big job also in the field of 
rural telephones. 

In the electric field, I find this: 


NEED FOR HEAVIER SYSTEMS TO CARRY ELECTRIC LOAD 


Many of the lines that were built in the earlier days by the very 
necessity are having to be rebuilt to carry the loads, because even 
the most optimistic expectations at that time I do not think really 
anticipated that these rural loads would develop to the point where 
they are. 

I find no fault with anybody for that; we have just found out how 
to use electricity on the farms for household purposes and also for 
production purposes out around the place. 

And I think, from my observation, gentlemen, that it is going 
to continue to increase. I think our farm program will continue to 


~— 










1397 







increase. The increase in electric load of REA borrowers last year 
was 15 percent, and the national average over the whole electric power 
industry was somewhere in the neighborhood of 10 percent. 

So you can see that our rural folks are increasing their loads faster 
than the average. 










ELECTRIC LOANS FOR FISCAL YEARS 1956 AND 1957 






Last year we made loans of about $190 million and that is the larg- 
est loan year since 1951. We made loans thus far this year of $131 
million. I think, gentlemen, that that is about the closest figure, be- 
cause we have had a faw delays in coming here and if we change 
a day or two, it might be off a little bit because we are still in business 
down there. 

Of this money, about a third of it has gone for distribution. In 
other words, last year we had about 100,000 new members or customers 
along the line, REA-financed line, about 100,000 of them. About a 
third of that money was loaned for general system improvements to 
heavy up these lines to do the things that I mentioned a minute ago, 
that our lines were not previously designed to take care of, and about 
a third of it went for generation and transmission. So that is what 
we did with the money 
























1957 





1956 





TELEPHONE LOANS FOR FISCAL YEARS AND 









In the telephone program in 1956, the loans amounted to $81 million, 
and that is about the same amount that we anticipate will be loaned 
this year. 

The backlog of telephone applications was reduced during the year, 
from $51 million down to about $47 million. <A little bit more than 
$76 million was received in applications during the year. 

New or improved service was extended to about 75,000 rural sub- 
scribers in 1956 and we anticipate there will be about 100,000 next 
year. 














BORROWERS 







AND TELEPHONE 





FINANCIAL 





STATUS OF ELECTRIFICATION 






The budget estimate for 1958 provides for a $185 million electric 
program and an $80 million telephone program. I know that you 
gentlemen are interested in how these loans are paying off. Electric 
borrowers have made advance payments to REA of $102 million. 

In round figures, at this time we have received back on our electric 
loans about $500 million. On January 1 this year, gentlemen, we 
had in the electric program $210,000 thousand that was delinquent 
more than 30 days, which.amounts to about one-thirtieth of 1 percent. 
And I have every reason to believe, gentlemen, that we can collect that. 

In other words, these loans are good. 

In the telephone program, we have received ahead of schedule, 
$260,000. We have 25 borrowers that are delinquent at the present 
time, to the amount of about $535,000. 

Now, you might ask me why are we doing so good on the electric 
program and having trouble in the telephone program. 

Gentlemen, the telephone program is new, and I checked back to 
find out where we were at the peak of delinquencies in the electric 
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program. I find that we had:1,021 borrowers at that time. We had 
99 borrowers delinquent, and they were delinquent $1,071,000. 

In otlier words, due to delays in construction and delays that have 
been inherent to the busines ss, these loans have been a little slow, and 
we have had quite a little drought in some sections of the country, 
but I am sure we are on top of this matter and will continue to 
reduce this amount. 


ADMINISTRATIVE FUNDS 


Now, in regard to our administrative funds. 

I found, when I took over as Administrator of REA, that we have 
a very able and capable staff, well respected in the industry through- 
out the country. I found that they are cooperating with me 100 per- 
cent and, gentlemen, I am trying to cooperate with them to the same 
degree. 

We have a heavy workload in the electrification program, and we 
are doing that with a greatly reduced staff. 

Since 1950, the average employment. in the electric program has 
been reduced from 1,152 to about 560 this year. 

We are asking you for a small increase in the electric program, and 
that is primarily, gentlemen, to take care of some additional demands 
created by the need for working with some of our borrowers who are 
interested in the atomic-energy field, and we must have a little staff 
along that line to see that we can coordinate our efforts with the 
Atomic Energy Commission—not to take over their duties but to 
coordinate ours to that end. 

We are asking for an increase of about $507,000 in the telephone 
program, and we are asking that, gentlemen, because of the fact that 
we are short in that program of qualified engineering and loan 
security assistance. And it is the contention of the Administrator’s 
Advisory Committee, made up of people in the industry, that unless 
we have properly engineered systems, we cannot expect the proper 
repayment over the long-term period. 

And I want to work every way that I can, from the REA adminis- 
trative standpoint, to carry out the act as the Members of Congress 
want it done. 

Mr. Waurrren. Thank you, Mr. Hamil. We are glad to have you 
with us and we hope you will enjoy your service with REA. I'am 
sure we will enjoy our association w ith you. 

This is a subject in which this subcommittee has been very much 
interested through the years. In recent years we have had somewhat 
of a task, trying to get the Administration to move as fast as we 
on this committee thought it should in making loans available. 

I note that this year, although the Congress has increased the loan 
funds available to you for each of the last 3 years, you come in again 
wanting $35 million less for electrification loans for the coming yea 
and $40 million less in loan authorization for telephones. 

I note further that Mr. Scott made this significant statement : 

The Administrator’s office has just recently completed a compilation of the 
last survey reports. These reports disclose larger estimated financial require- 
ments for 1957 and 1958 than the estimates previously reported for those years. 

I might state here that we on this committee have no way to force 
the approval of loan applications. I am sure that the final deter- 
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mination on applications is a determination for the Administrator. 
But the Congress has always provided you with enough funds so that 
if you did not make sufficient leat: it could not be said to be the fault 
of Congress. 

USED RESERVE AUTHORIZATION IN 1957 


I note that last year we gave you a $25 million contingency fund so 
that, if aie funds available to you were not sufficient, you could draw 
on that $ 25 million reserve. 

Have you drawn on it yet, or is it still on a contingent basis? 

Mr. Hamt.. We will draw on that before the end of the year. 

Now, I will ask Mr. Beall to answer that, on the $25 million reserve. 

Mr. Beaty. At the current rate that our loans are being processed, 
it appears that we will be drawing on the reserve during the fourth 
quarter of this year. 

Mr. Wuirtren. How many loan applications do you have pending 
now, and what do the pending requests amount to? 

Mr. Zoox. We have at the present, as of the end of January, Mr. 
Whitten, 118 loan applications, totaling $124 million, electrical. 

Mr. Wuirtren. Could you put in the record the length of time that 
those applications have been pending ? 

Mr. Zoox. I can give you that breakdown this way: Of the 118 
applications on hand, 76 are less than 3 months old; 15 are between 
3 and 6 months; 24 are between 6 months and 1 year; 3 are more than 
1 year old. 


PROPOSED REDUCTIONS IN LOAN AUTHORIZATIONS 


Mr. Warrren. Could you tell us the basis for holding down the 
amount of funds which you are requesting to meet this need during 
the coming year. 

We all appreciate on this committee that these are loans and that 
they are repaid with interest by the borrower. By and large, the 
REA borrowers have about the best repayment record of any agency 
of the Government, including private business, too. 

Based on that, I just wonder why you have cut back below the 
amount that Congress provided for you for the present year. Last 
year our judgment was apparently sounder than yours because you 
are going to use all the money that we did make available, although 
you ‘did not want it and did not request it. 

Notwithstanding that experience, Mr. Scott, you come in again 
and want us to cut the REA funds back. Is that action by the Bureau 
of the Budget, or is that the action of the REA? 


BASIS FOR ESTIMATING AMOUNT OF LOAN FUNDS NEEDED 


Mr. Scorr. Mr. Chairman, I understand that throughout the elec- 
tric industry there has been a trend in recent years to step up the 
capital i improvements in the facilities for generation and in the trans- 
mission lines. Certainly that has been very noticeable in REA. 

These estimates have been made on the basis of the reports that have 
been coming in from the field, taking into account what has been the 
history of REA, as to some of the loan applications being withdrawn 
or some where they cannot find justifiable basis for approval. There 
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is. an. estimate made based on past experience on these factors, as I 
understand it. Starting with this estimate and projecting the time 
which is required in getting these applications studied out and all the 
necessary facts assembled there is projected what probably will be the 
cash loan requirements for a given year. 

It certainly is true, as you have pointed out, that these estimates 
have been low in light of this more recent report. This trend to step 
up the improvements is showing up very noticeably, more so than it 
has been in the past. 

Mr. Wurirren. When your own operating experience this year shows 
that the Congress was right in providing this extra money, I should 
think that would be a rather good index to you that this is not the 
time, if you want to meet the needs of the borrowers, to cut back your 
request to the Congress for loan authorization. 

I will repeat again that this is loan authorization and it has proven 
to be a sound investment by the Government, Everybody in this ad- 
ministration and prior administrations and everybody in the Con- 
gress are all very proud of the wonderful benefits of this program 
and the wonderful repayment record. 

We have had to give you extra money each year, and the fact is 
that you are using the extra money this year. But you are still re- 
questing $35 million less for the next year. 

Is this the REA’s request, or is it fixed by Secretary Benson, or is 
it what the Budget Bureau allowed you? 

Mr. Hamm. Mr. Chairman, may I answer it? 

Mr. Wuirren. Yes. 

Mr. Hamu. Mr. Chairman, this figure is based upon a survey that 
was conducted through the REA borrowers, the report of which came 
in more than a year ago. Therefore, if you will check our own record, 
Mr. Chairman, you will find we have had a considerably stepped-up 
icreased rate in the last 7 months in our loan figures. 

This survey was, as I told you, a year old. And this survey was 
from our borrowers. 

Mr. Wuirren. You say the figures are based on the survey; you do 
not say it fits the survey. You could make a survey and the survey 
could show that you need twice as much money. You could base this 
figure on it and say, “This is what the survey shows, so we will cut 
it 50 percent.” 

What did your survey show ? 

Mr. Hamiz. Our survey showed, Mr. Chairman, that our own bor- 
rowers underestimated what they are now asking us to deliver to them. 

Mr, Wurrren. Is that under your new survey ? 

Mr. Hamu. Yes. 

Mr. Wuirren. What was the total in your first survey ? 

Mr. Hamm. I will have to ask Mr. Partridge, who conducted that 
part of it. 

Mr. Parrriner. Mr. Chairman, the 1958 budget was based on a 1955 
survey indication which showed us that we would get applications 
during 1957 amounting to about $190 million. We also found from 
that survey that the applications to be received during 1958 would 
come to approximately $190 million. 

Mr. Wurrren. When you totaled up the amount of the requests, it 
exceeded $190 million. But you cut it down to a figure that you could 
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roughly estimate, and decided that of this total in your survey you 
could probably count on $190 million in loans. 

Mr. Parrrince. No, sir; we did not. 

The survey actually showed that the borrowers would send in appli- 
cations totaling $140,500,000 in 1957, Their indication was that they 
would send in applications in 1958 totaling $131,800,000. We in- 
creased those figures to account, first of all, for the fact that we felt 
that they were underreporting; secondly, for the fact that we ex- 
pected to have some new power-type borrowers develop in the period, 
so we took the figure of $190 million for each of the 2 years. 

As Mr. Scott indicated, the 1956 survey we have just completed 
shows the borrowers’ plans have changed materially. 

Mr. Wuirren. Do you have the figures on that? 

Mr. Parrriver. Would you like the figures on the 1956 survey, sir? 

Mr. Wuirren. Yes. I am making a direct request so you can fur- 
nish the information. 

Mr. Scorr. Mr. Chairman, may I comment on your earlier question ? 

Mr. Wurrren. Yes. 

Mr. Scorr. As far as I know, there has not been a time when an 
application was ready to be approved and not so handled. It is a 
uniform practice to move right along to get all the information and 
facts that are necessary to make the decision and be ready to close 
the loan when necessary requirements are met by the applicant. 

As far as I know, there has never been a time when we could not go 
ahead and make these commitments. That has certainly been the 
policy. 

There have been no discussions that I know of that indicated there 
was any other feeling, Mr. Chairman. 

Mr. Wurrren. I cannot say that you are not right about it. But I 
do think that in 1954 there was a considerable difference of view- 
point as to how strongly you should go on lending money or making 
any appropriations. So that made us a little skeptical as to how fast 
these applications might be approved or how tight you might be, as 
an administration, in passing on them. 

I have taken the view that, as long as we gave you more money than 
you were going to approve anyway, if we quadrupled the amount 
we still would not force you to approve loans except as you saw fit. 

Therefore, we have always tried to see that you had fully as much 
or a little more money than you gave us any indication you would 
approve, so that at least the Congress would not be at fault if any loan 
was turned down. 

Since we will have this testimony from the National REA Asso- 
ciation, which each year testifies before this and other committees as 
to what they say the needs are, we would like to know for the record 
what your own people say the needs are, according to your own 
survey. 

And I have reference to one that has not yet been finally determined, 

Mr. Scorr. We would be delighted to do that. 

I think the situation is, as Mr. Hamil has indicated, Mr. Chairman, 
that they are just finding more and more uses for power. I think that 
the power use program that you and the other members of the com- 
mittee are very familiar with, clear across the whole industry, has 
been a wonderful way to bring information to our users all along the 
lines of the greatly increased power uses that are available. 
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It has been a real help, as you know, in getting many of these co-ops 
on a good operating basis. 

Mr. Wuirren. Speaking as chairman—and I think I reflect the 
views of the whole subcommittee—I will say that the reason we have 
constantly insisted on your having enough money to meet these re- 
quests is that it is so easy to get caught short. 

I know that many REA’s got caught short. They did not anticipate 
that the load would increase to anywhere near the volume that it has, 
As Mr. Hamil pointed out, or iginally every farmer wanted just a 
little drop light from the ceiling and he was happy to get that at 
the outset. But time has proved that their desires and needs have 
increased. 

Since this load growth doubles every 7 years, you can see that ¢ 
year’s delay in rephasing, increasing the size of a line to carry the 
load, could result in a great many problems. 

I have had experiences in my own area, in the community where I 
grew up, where refrigerators have burned out because the load on the 
line was so great. They set out to do something about it, but it takes 
a year to get a loan approved in some instances, and it takes another 
year for them to get the work done. It usually takes that much time 
to get a program going in a community. 

Mr. Hamm. The record of REA at the present time, Mr. Chair- 
man—and your members have been here since the program has 
started—is that our office is processing loans at a faster rate than has 
ever been accomplished 1 in REA, and I have every reason to believe 
these men are processing the loans just as thoroughly as it has ever 
been done. 

Mr. Wuirren. Having been a speaker of the general assembly in 
Colorado, you know that the harder the question is that we ask yon, 
the better answer you can give. So you just go right ahead with 
your answer. 

Mr. Hamu. In addition to that, Mr. Chairman, REA has asked 
all of our borrowers to resurvey their loads. We have encouraged 
them to not be caught short, as you suggested they are, and to have 
these surveys brought up to date and to keep them that way, so that 
if it is necessary to ‘have some revamping, they are ready for the load. 

At the same time, Mr. Chairman, we do not go out there and en- 
courage them to build a system that would be 3 times ample and 
adequate before it was necessary. 

We have tried to use good judgment on it, and I find my predeces- 
sors have done that, and I am continuing it. 

Mr. Wuirren. I might differ with you there a little bit. 

I know that a lot of REA co-ops wanted to be completely free of 
Washington, which is a natural thing. If I were a local manager 
[ might ‘have the same attitude. 

But I have personally felt that it is not possible to have somebody 
in the field to check on every co-op, reminding them that they have 
some obligation to those who are unserved and those who might be 
getting poor service. It might be well to have somebody to remind 
them that they were once without lights. 

I say that, although I have the finest relationship with the REA 
managers in my section of the country. But it does not hurt any of 
us to be reminded of that in making an anplication and having our 
needs met. 
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One of the earlier problems we had was where a co-op had paid 
out its indebtedness, and having paid out and everybody that belonged 
to it getting service, they just did not see that it was to their interest 
to go into debt again to get service to others. But with time, it all 
worked out. 

So it all comes back to the fact, as I have indicated, that those who 
have benefited from a Federal program can at least keep in contact 
with the Administrator from the standpoint of meeting these coming 
problems. 


RURAL ELECTRIC BORROWERS’ CONSTRUCTION PLANS AND FINANCIAL 
REQUIREMENTS 


I have asked about this survey report. I realize you are not in 
position to give me the figures now. Is that something you will 
supply the committee? 

Mr. Scorr. I do not mind telling you. These figures project ap- 
plications of approximately $200 million more for the 1957-58 period 
than the eartier estimate. 

Mr. Wuirren. You say 1957-58. Do you mean 1 fiscal year, or the 
2 fiscal years ¢ 

Mr. Scorr. Two years. 

Mr. Wuirren. We are glad to have those figures in the record. 

I might say that, according to present plans, this committee will 
recess in the next few days for about a month. If in the meantime 
you have those figures a little more firmly established, the committee 
would be interested in h: aving you supply them to us prior to our 
marking up of the bill, which “will be after the middle of April. 

We will be glad to have the latest word from you because we will, 
as usual, get information from other sources showing that there will 
be better need for these funds. 

Mr. Scorr. Yes, sir. 

(The information referred to follows :) 


STATEMENT ON REA Survey or Evecrric BorRoWERS’ CONSTRUCTION PLANS AND 
FINANCIAL REQUIREMENTS 


In 1954 REA began an annual survey of the rural electric borrowers’ construc- 
tion plans and financial requirements. The borrowers are asked to review their 
system engineering studies and their estimates of load growth to determine the 
construction they will complete during the current fiscal year and in 5 succeeding 
fiscal years. They are also asked to determine the means of financing. this 
construction and to report them as a part of the survey. The means of financing 
their construction includes REA loan funds (which are the principal source 
of their construction moneys), their own general funds, and a very smal! amount 
from other sources. The borrowers are asked to take into account the un- 
advanced REA loan funds available to them and to indicate the additional loan 
applications they will submit in each fiseal year. 

The 1958 budget request was based on the 1955 survey of borrowers’ loan 
needs, which was the latest information available at the time. That survey 
indicated the borrowers planned to submit applications totaling $140.5 million 
and $131.8 million in fiscal years 1957 and 1958, respectively. REA recognized 
that the actual requests would probably exceed the survey indicctions, and 
based the 1958 budget on anticipated receipt of $190 million app?ications in 
each of the 2 fiscal years 1957 and 1958. 

The 1956 survey was completed in January 1957. It showed that borrowers 
plan to submit applications totaling $314.8 million in 1957, and $172.3 million 
in 1958. In other words, the 1956 survey showed a substantial change in the 
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borrowers’ construction plans and needs for loan funds from the plans they 
had at the time they reported in 1955. 

Analysis of the 1956 survey results revealed that allowance should be made 
for submission of loan requests higher than those shown in the survey, and 
for applications from new power-type applicants not included in the survey. 
REA estimates the applications to be submitted will total $363.4 million in 1957 
and $308 million in 1958. 

There are several factors which probably account for the change in the bor- 
rowers’ plans during the past year. Probably the most important factor is 
the phenomenal increase in the electric loads of the rural systems. The total 
load of REA borrowers increased 15 percent in 1956 as contrasted to the indus- 
trywide experience of a 10-percent increase. This increase is attributable to 
increased usage by consumers and to the continued connection of new con- 
sumers to the cooperatives’ lines at the rate of about 100,000 per year. This 
means that there must be additional investment in distribution system improve- 
ments and in power supply facilities. 

Most of the rural electric cooperatives built a substantial part of their dis- 
tribution systems during the period 1949 to 1951. A certain amount of excess 
capability was necessarily built into these systems, in order to provide eco- 
nomical system design, and to conform to standardized types of conductor, 
substation and distribution transformers. In some cases as much as 5 to 7 
years has been required for the leads on portions of these systems to exhaust 
this built-in capability. The loads have increased to the point that they have 
about exhausted this capability, and the borrowers are finding it necessary to 
heavy-up lines to serve the continuously expanding load. 

REA has encouraged the borrowers to do long-range planning, aimed at deter- 
mining the size and other characteristics of plant which will be required to 
serve loads 4 to 6 times their present loads. Long-range planning is essential 
to assure that future loads will be served efficiently and economically, with 
premature obsolescence held to the minimum. Increasing numbers of electric 
borrowers are doing long-range planning, and their planning is revealing the 
sizable additions to plant required to serve future loads. Such planning will 
better insure against premature investment in plant, and will result in more 
realistic requirements for funds. This does not necessarily mean that the total 
loan fund requirements Will be less, because borrowers’ systems are still required 
to meet the tremendous increase in load which is now evident. 


PROGRESS OF TELEPHONE PROGRAM 


Mr. Wuirren. With regard to the telephone program, is it work- 
ing well? Are you having any particular problems with it? 

Mr. Hamu. Mr. Chairman, we are having a few problems, which I 
think is only normal, and I have every reason to believe we are getting 
on top of the problems. 

I have been here only 8 months, and the telephone program is some- 
what new, but I can tell you this much, Mr. Chairman: 

I have every reason to believe that when the telephone program was 
initiated, many of us in the program said that all you had to do, be- 
cause both programs use poles and wires, was to take this information 
and knowledge and pass it over. But I, being a farmer, use the illus- 
tration that one is like running cattle and the other is like running 
hogs; there is quite a little difference. 

We are getting on top of that program, and we have Mr. O’Shaugh- 
nessy here, who has had years of experience as the Assistant Admin- 
istrator in charge of that, and I would like, with your permission, to 
have Mr. O’Shaughnessy tell you about it. 

Mr. Wurrren. Members of this committee have always been strong 
supporters of the rural telephone program. We have recognized 
that when it came to feasibility, a man might let his telephone go 
much quicker than he would his lights. We have always taken the 
view that, if the telephone companies, the private companies, would 
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give service in an area, it might be due t6 thé fact that it is problemati- 
cal whether an RTA cooperative telephone program could be suecess- 
ful in some areas. 


COOPERATION FROM PRIVATE TELEPHONE COMPANIES 


What cooperation have you had from the private telephone com- 
panies in helping you in trying to work out area coverage? 

Mr. O’SHauGunessy. I might say that that cooperation is becom- 
ing better and better all the time. It is a well-known fact that at. the 
beginning both the independents and the Bell people prpoees the REA 
telephone program, but that opposition has diminished and it is fad- 
ing out of the picture, and we are getting cooperation. 

Mr. Wuirren, I have had a somewhat different report from people 
in my area, where they had enough telephone lines from the Bell 
system so that it was not feasible to set up a rural telephone program, 
since you could not get sufficient applicants. 

I took the view with the Bell Co. that, if they were going to be a 
monopoly, they either had to give area coverage, or 2 or 3 towns should 
be taken away from them and made available to the RTA cooperatives 
so that the people could get service. 

And in the places where I talked to them, they cooperated in doing 
a much better job of trying to serve Penny, There is a rather thin 
line as to whether or not the Bell will come out on it. But if they 
are going to give those people of the area coverage to the point where 
nobody else can, from a feasibility standpoint, I think they do have 
an obligation to do it. 

The other thing is that private companies used to complain some- 
what at the REA, and still do, about conflicts of interest in certain 
localities. A few years ago, 64 percent of all the REA current was 
purchased from private companies. 

The RTA cooperative telephone companies are paying considerable 
toll charges into the Bell System. So an independent system of that 
sort is serving as a feeder from a financial standpoint; is it not? 

Mr. O’Suaugunessy. Definitely ; yes, sir. 

Mr. Wuirren. Do you think that. may be helping to give the private 
companies some interest in the success of the co-ops? 

Mr. O’SHauGunessy,. Surely. 

Mr. Wuirren. It should. 

Mr. Hamu. Mr. Chairman, along that same line, there is on the 
Administrator’s desk at the present time a loan that has come in 
from a New England State, where one of the Bell companies gave up 
at a very reasonable figure a sizable town situation which could work 
in with this rural area, which, with the combination, would make a 
feasible loan deal. And it is a combination. 

And, as Mr. O'Shaughnessy said, that attitude is becoming more 
common. I know at least in my own State—and I am sure that you 
would find it all over—that we are getting more cooperation now 
and many of the companies are finding that REA loans are not going 
to interfere with their business but are going to improve it. 


NEED FOR ADDITIONAL ADMINISTRATIVE FUNDS FOR TELEPHONE PROGRAM 


Mr. Wuitren. Mr. Hamil, I notice you are cutting down your loan 
funds, but you are increasing the funds for administrative expense. 
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That would indicate that it took more people to turn down loans than 
it did to approve them. 

Mr. Hamm. I do not think that is quite true, Mr. Chairman. 

Mr. Wuirren. You are asking for less money to Jend and more 
people to not lend it. 

Mr. Hamm. I will ask Mr. Strong here. He has been our executive 
administrator, and I will ask him to handle that question, Mr. 
Chairman. 

Mr. Strona. So far as the budget application that is before you, 
that is under consideration, the difference of which you speak there, 
the application for lending authorization which you mentioned, I 
believe, Congressman, the difference in the figures is the difference in 
the new fund authorization involved. 

However, also involved to make up the budget are carryover funds, 
and rescission money. The actual amount for the current fiseal year, 
1957, and for the fiscal year 1958, as presented to you in this budget 
request, is identical. We have asked for no reduction. 

It may be that a smaller amount of new fund authorization is neces- 
sary one year, and a greater amount of new fund authorization neces- 
sary the next year, or some succeeding year, in order to come out with 
the same lending level. 

We have not proposed any decrease in the lending level. 

Mr. Wuirren. You have not asked for any decrease in money, but 
you held back what you had before to the point where you will not 
need as much new money. So you have held down below the level 
fixed by the Congress, or, at least, you anticipated doing that when 
you fixed the budget figure. 

Now subsequent events have proved that you are going to have to 
use this $25 million and will have to increase the figure. 

Mr. Srrone. One of our mistakes was not in arming ourselves, 
before coming up here, with many, many letters piling up from co-ops 
all around the country saying, “How in the world do you do it? This 
is the fastest action we have ever had on these applications.” 

Mr. Herzoc. I would like to add that on the increase we are asking 
for, no part of it is for processing of loans. The increase is for con- 
struction activities and loan-security activities. It is similar to the 
electric program. 

When the electric program started, the construction would start 
sometime after the loans. We have quite a bit of loans now processed 
and approved, and we are only now getting into the construction stage, 
where construction will be at about the level of the loan program. 

Until this time we have had very little attention paid to the loan- 
security activities. We are going to have quite an increase of bor- 
rowers in operation in 1958, and quite a bit of money advanced out 
to borrowers. We are going to have more than a 90-percent increase 
in total funds advanced between the beginning of this fiscal year and 
the end of the next. And if we do not work with the borrowers, 
particularly in the early stage of the operation, they operate on such 
a narrow operating margin that if we do not pay attention to them 
we are liable to get into a position where the money will not come back 
to the Government. We do not want that to happen, and it is that 
time in the program where we have to build up the staff for loan- 
security activities. 
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PROPOSED INCREASE IN EMPLOYMENT 


Mr. Wuitren. How many new people do you request here for the 
REA? 

Mr. Herzoe. We will have to add about 60 man-years. The average 
employment will have to go up about 60 in 1958 to handle that. 

Mr. Wuirren. Will that include the telephone program ¢ 

Mr. Herzoe. Yes. 

Mr. Wuirren. What is the $91,000 increase for in the electric pro- 
gram ¢ 


ADDITIONAL PERSONNEL FOR INCREASING ACTIVITIES IN NUCLEAR 
: ENERGY FIELD 

Mr. Strona. As Mr. Hamil pointed out, for years there has been an 
increasing interest on the part of some of the rural electrification bor- 
rowers in the possible use of nuclear energy for the generation of elec- 
tric power. That calls for additional manpower on our part. 

That is a complicated proposition, and I could not begin to even 
scratch the surface about knowing the ins and outs, but it calls for 
more manpower for the know-how on our part as to what to do when 
the time comes to generate electricity more economically through the 
use of nuclear fuels. 

Mr. Wuirren. I would not profess to know anything about it 
either. But I did hear an official of the Atomic Energy Commission 
talk to a group from the National REA Association, and he warned 
strongly against any REA co-op spending any of its money or taking 
any responsibility in regard to nuclear power at the present time. 

He said there are hopes somewhere in the future, but that the risk 
of damage and various other things involved were such that, in his 
judgment he thought the REA had better go ahead for a while as 
they are before getting into something like that. 

I pass that on only as his statement. I know he has been a friend 
of the REA through the years and is not an antagonist who is speak- 
ing against you. 

Mr. Strong. Our position in that respect has been about this: We 
realize fully that at the present stage of the game it has not been 
demonstrated that electricity can be developed or created more eco- 
nomically, or as economically, by means of the use of nuclear fuels as 
by conventional means. 

We do feel, however, that it is our job, in the interest of our borrow- 
ers, to keep those borrowers ydviond to the fullest degree, fullest ex- 
tent, as to the progress along those lines. 

We do not encourage getting into that, but, on the other hand, we 
want to make available to them every scrap of information. 

Those borrowers, in the main we have found, are pretty clearheaded 

enerally, both as to management and as to directors. And if they 
fave all of the information that is available through the Atomic 
Energy Commission which we can get to them, through meetings, 
through news releases, through communications, they are not going 
to go very haywire on us because they are just as cagey about spending 
their dollars as you can imagine. 

Mr. AnperseN. Mr. Chairman, may I interject there ? 

Mr. Strong, you are well aware of the proposal in Minnesota ? 
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Mr. Srrona. Yes. 

Mr. Anpersen. I think you have stated the case very well that 
those gentlemen know pretty well the facts of the case. They are 
very levelheaded, and, of course, they work hand in glove with the 
Atomic Energy Commission, and I cannot personally get too exercised 
over their assuming or being threatened with the assumption of too 
much risk at this time. 

1 certainly do want to see REA have the oppertunity to have a 
little share in the experimental work on nuclear power. 

Do you agree with me that it is well that they should have a share 
in that work ¢ 

Or I will ask that of Mr. Hamil. 

Mr. Hamin. Congressman, that is exactly what Mr. Strong has said. 
That is exactly why we feel that we need a little extra help in that 
particular field, so that we can keep our people properly advised. 

And as the chairman here has ably stated, I do not feel qualified my- 
self to attend one of those atomic energy meetings; it is over my head. 
But we do, by very necessity, in order to keep down what Mr. Strong 
has said, try to keep our people advised so that they do not all come 
in and think there is some magic elixir here that they can rub together 
and get energy more economically than we have had in other ways. 

And there have been those who have led our folks to believe that 
there is something there that may give us cheap electricity; and I be- 
lieve that there is, in the future. So we must keep abreast of it. That 
is what we want the extra help for. 

Mr. Wuirren. Mr. Marshall. 


NUCLEAR ENERGY PROJECT, ELK RIVER, MINN. 


Mr. Marsuati. Mr. Hamil, what is the status of the Elk River plant 
at this time / 

Mr. Hamit. I am going to turn that to Mr. Zook, our assistant in 
charge of electricity, because we just discussed it before noon. I will 
ask Mr. Zook to give it to you as he gave it to me. 

Mr. Zoox. Mr. Chairnian, as you know, contract arrangements were 
completed in draft form between the AEC, Rural Power Cooperative, 
and American Machine & Foundry. However, because of the increase 
in costs, American Machine & Foundry requested a renegotiation. 
They are the ones responsible for building the reactor. 

It is my understanding now that negotiations have been in progress 
between Rural and American Machine & Foundry to the point where 
that question now has been resolved, and it remains only to get the 
draft contracts revised and presented to the Commission for final re- 
view prior to actual execution of the contract; after which the job 
‘an go forward. 

Mr. MarsHati. It is my understanding that the board of directors 
are fully acquainted with the problem that they have in the insurance 
matter, as far as nuclear energy is concerned. 

Mr. Zoox. That is right. 

Mr. Marsnauu. They discussed that and are thoroughly familiar 
with that. Their decision of going ahead and building ‘their plant is 
something that is understood by them. 
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Mr. Zoox. There is a provision in the contract, as it is now drafted, 
as a matter of fact, covering that i insurance, in the event of any excess 
costs. 

Mr. Marsuatu. A year ago there was an atomic energy plant pro- 
posed in Alaska. 

Mr. Zoox. Yes, sir. 

Mr. Marswau. And also one in Michigan. 

Mr. Zoox. Yes, sir. 
Mr. MarsHaty. What happened to those? 











PROJECT IN MICHIGAN 





NUCLEAR ENERGY 








Mr. Zook. On the Michigan situation, negotiations have been going 
forward between the Atomic Energy Commission, the borrower, Wol- 
verine Electric Cooperative, and the Foster-Wheeler Corp., who will 
be the builder of the reactor. 

With the exception of one point of issue, matters have been resolved 
as far as contract drafts are concerned. 

I do not anticipate any difficulty in getting that one point finally 
resolved, but it will be a matter of a little longer period than that of 
the Elk River situation. I am talking in terms of perhaps 2 months, 
although all parties are pushing the solution. 

















PROJECT IN ALASKA 





NUCLEAR ENERGY 






With respect to the Alaska situation, the Commission approved that 
proposal for negotiation last August. It is radically different from 
either of the others. It involves a relatively new concept of reactor 
design and therefore is divided into about three phases. 

The draft contract has been submitted and is undergoing review 
at the present time by all the parties. 

The first phase would be the cone eptual design to see whether there 
is the possibility of economical operation. 

At the conclusion of each of these first two phases, all parties can 
agree that if the economics are not there, the experiment is discon- 
tinued. But in any case, Nuclear Development Associates, is charged 
with the responsibility for performing this conceptual design work. 

The second phase is the actual design of the reactor itself. And 
again, at the conclusion of that phase, there will be a determination 
by all the parties concerned as to whether or not that constitutes an 
economic concept. 

Supposing that it does, they go into the actual third phase, which 
is the Pads cation and installation and operation of the reactor. 

That is the basis on which the contract for this proposal is being 
prepared. 






















LOANS FOR GENERATION AND TRANSMISSION 









Mr. Marsuauyi. Mr. Hamil, how many loans were made for the gen- 
eration of electric power and for the transmission of electric power 
last year ¢ 

And could you also give us what percentage that would be of your 
amount of money w hich you have loaned, and put that into the record ? 

Mr. Hamt. It is about one-third. 

Mr. Zook. Do you want the report, Mr. Marshall, for that fiscal 
year / 
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Mr. Marsuatt. What I was interested in was the number of loans 
that had been made for the generation of power, the number of loans 
that had been made for the transmission of power, and the percentage 
of each of the total money loaned last year, if you could put that into 
the record. 

(The material referred to follows :) 


Electric loans during fiscal year 1956 for generation and transmission 


Percent of 
Number | Amount total money 
loaned 


Generation 10 | $34,495,000 | 
eta 5 81 26, 756, 000 | 





Mr. Narcuer. Twenty years of REA have caused a revolutiona 
change in American farm life, and unless you have actually watch 
that momentous change take place, you do not have any deep realiza- 
tion of what it has meant to millions of American farmers. 

With constantly increasing consumption of electricity, life on the 
farms throughout our land i become more pleasant as electricity 
takes over chores which were once drudgery. Farm isolation has been 
defeated by the use of farm telephones, radio, and television. 

Kentucky has 28 Rural Electrification Administration distribution 
cooperatives serving over 205,000 consumers in 110 of the State’s 120 
counties. Every county of the Second Congressional District is 
served by REA. 

The first REA loan in Kentucky was made to the Henderson-Union 
Rural Electric Cooperative Corp., which is located in my district. 


INTEREST RATES CHARGED BORROWERS 


Mr. Chairman, a sure way to destroy REA is to increase the interest 
rate, and to make loans more difficult to obtain. 

Now, Mr. Administrator, in the budget message, President EKisen- 
hower had the following to say about interest rates: 

Various agencies are being asked to review with the Congress the interest rates 
charged by the Government in connection with different kinds of loans, several 
of which have a fixed statutory maximum established when interest costs were 
much lower than today. It is desirable that there be more consistency and that 


more discretion be allowed in determining what going rates should be, depending 
on the period of the loans and their condition. 


That statement, Mr. Administrator, may be found on page M-20 
of the budget. 

Further over in the budget, Mr. Administrator, in the item-by-item 
analysis, it has this to say in discussing REA: 

Interests rates are set by statute at 2 percent, substantially below the present 
cost of long-term money to the Treasury of about 3.38 percent. Administrative 
expenses are financed by a separate appropriation. Collections of principal and 
interest are deposited in miscellaneous receipts of the Treasury. 

That statement, Mr. Administrator, may be found on page 1111 of 
the budget. 

Mr. Administrator, on Thursday of last week a bill was introduced 
in the House of Representatives to amend the Rural Electrification Act 
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of 1936 so as to change the interest rate applicable to loans, and to pro- 
vide for the payment by borrowers of a fee to assist in paying the ad- 
ministrative costs incident to loans. ' 

This bill is H. R. 4781. This bill contains the following language: 

Sec. 2. (a) The next to the last sentence of section 4 of the Rural Electrical 
Act of 1936, as amended (7 U. S. C. 904), is amended by striking out “shall 
pear interest at the rate of 2 per centum per annum; interest rates on the un- 
matured and unpaid balance of any loans made pursuant to this section prior 
to the effective date of this amendment shall be adjusted to 2 per centum per 
annum, and the maturity date of any such loans may be readjusted to occur 
at a date not beyond thirty-five years from the date of such loan:” and insert- 
ing in lieu thereof the following: ‘shall be at a rate of interest equal to the 
average rate of interest payable by the United States on its obligations, having a 
maturity of ten or more years after the dates thereof, issued during the last 
preceding fiscal year in which any such obligations were issued :”. 


The second part of this bill, Mr. Administrator, provides as follows: 


Src. 5a. (1) In the case of every loan made under section 4 or 5 during the 
first fiscal year beginning after the date this section takes effect, or during any 
subsequent fiscal year, the borrower shall pay to the Administrator a loan 
service fee, the amount of which shall be determined as provided in paragraph 
(2) of this section. The fees so paid shall be deposited in the Treasury as mis- 


cellaneous receipts. 
(2) For each fiscal year the Administrator shall estimate the amount which 


constitutes that part of the anticipated administrative and operating expenses 
of the Rural Electrification Administration for such fiscal year which, in his 
judgment, are properly allocable to investigating, processing, and administering 
loans which will be made during that fiscal year under sections 4 and 5. The 
loan service fee to be paid by each borrower to whom such a loan is made 
during that fiscal year shall be in an amount estimated to be necessary in order 
that the aggregate loan service fees paid by all such borrowers will equal the 
estimated amount determined pursuant to the preceding sentence. 

Now, Mr. Administrator, are studies being made with a view to re- 
vising the interest rate upward ? 

Mr. Hami. Congressman, I saw this bill yesterday for the first 
time, so it is as much news to me as it was to you. 

Mr. Natrcuer. Disregard the bill for the present, Mr. Administrator, 
and answer this question for me: 

Are studies being made within the Department with a view to revis- 
ing the interest rate upward from the 2 percent as provided for under 
the original act of 1936? 

Mr. Hamu. There is no study being made in my Department. 

Mr. Natcuer. Mr. Hamil, can you tell me as to whether or not the 
administration is planning to recommend an increase in the REA in- 
terest rate ? 

Mr. Hamu. If they are, Congressman, I have not been so ad- 
vised. 

Mr. Natcner. How do you feel generally about increasing the REA 
interest rate upward yourself, Mr. Hamil, as the Administrator of the 
REA program ? 

_ Mr. Hamit. Congressman, you are asking me a very broad ques- 
tion. 

We have some borrowers in REA where the interest rate would be 
detrimental. We have some others that I presume could stand it. 
I am not in position to make an overall statement. I would have to 
analyze our own thousand electric borrowers completely, and the about 
500 telephone borrowers, to give you an exact statement. 
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Mr. Natcuer. Mr. Hamil, do you agree with my supposition that 
a sure.way to destroy REA is to increase the interest rate and to make 
loans more difficult to secure ? 

Mr. Ham. If rates were too high, Congressman, it would no doubt 
kill the program. 

Mr. Narcuer. Do you feel that the present interest rate of 2 percent 
is too low, Mr. Hamil? 

Mr. Ham. We have a good many borrowers where an increase in 
the interest rate would be very detrimental to their progress, be- 
cause they have been established upon that rate of interest. 

We have some others who, for reasons of long years of experience, 
might be able to take a reasonable increase. 

Mr. Narcner. Mr. Hamil, I cannot understand why an increase 
in interest rates would be necessary. 

In studying the annual report of REA for 1956, I find, in table 
17, and page 24 of your report, that the agency’s a income from the 
lending operations since the inception of the program, through last 
June 30, is $47,504,355. 

Considering that amount, Mr. Hamil, do you not agree with my 
statement that an increase in interest rates is certainly not necessary ? 

Mr. Hamit. Let me answer you this way, Congressman : 

I gave you the figures in my opening statement that we have ac- 
tually advanced over $2.8 billion. Those loans, with the exception 
of $208,000, are being repaid up to January 1, and we have received 
over $100 million in payments ahead of schedule. 


SOUTH WESTERN POWER ADMINISTRATION INTEREST RATES 


Mr. Natcuer. Mr. Administrator, I believe the Department of the 
Interior is trying to raise the rates of the preference customers in 
the Southwestern Power Administration area by about 27 percent. 

Has the Department of the Interior filed a petition with the Federal 
Power Commission requesting such a rate increase for rural electric 
cooperatives in wholesale power rates ? 

Mr. Hamin. Mr. Zook, can you answer that ? 

Mr. Zoox. I am sorry, I did not quite get the implication of that 
ameseion Would you mind repeating the question ? 

Mr. Natcuer. I believe that the Department of Interior is trying 
to raise the rates of the preference customers in the Southwestern 
Power Administration area by about 27 percent. Has the Depart- 
ment of the Interior filed a petition with the Federal Power Com- 
mission requesting such a rate increase for rural electric cooperatives 
in wholesale power rates ¢ 

Mr. Zoox. Not for just the rural electric cooperatives, to my know!l- 
edge; no, sir. 

However, the effect of an upward change in rate schedule filed by 
the Department of the Interior and approved by the Federal Power 
Commission would be to raise the cost of power to rural electric co- 
operatives in the area in which Southwestern Power Administra- 
tion markets its power. 

Mr. Natcuer. Mr. Hamil, has the Rural Electrification Adminis- 
tration intervened or attempted to intervene in this matter? 

Mr. Hamt. Yes, sir. 

Mr. Narcuer. What intervention do you refer to? 
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Mr. Haman. I refer, Mr. Congressman, to a variety of meetings, 
the last of which was Thursday ‘of last week: with the S Secretary ‘of 
the Interior, REA, and co-op people, in regard to matters concerning 
the Southwest Pow er Administration. 

Mr. Narcuer. Mr. Hamil, as Administrator of the REA program, 
do you agree with the proposal of the Department of the Interior? 

Mr. Hamu. Mr. Congressman, I am not as familiar as I might be 
with the entire proposition ; therefore, I would hesitate to make a 


qualified statement. 

Mr. Natcuer. Mr. Hamil, will you do this: 

Will you insert into the record at this point a short statement, after 
you have had a chance to review this matter? 

Mr. Hamm. Yes, I will. 

(The material referred to follows :) 

Although REA has no direct responsibility in establishing or approving whole: 
sale rates in the Southwestern Power Administration area, REA has and will 
continue to work closely with its borrowers, SPA, and Interior to the greatest 
extent practicable in attempting to solve the power problems of the area. 

The determination of rates in the Southwestern Power Administration area is 
the basie responsibility of the Department of the Interior. REA through its 
loans to cooperatives in the SPA area has a vital interest in the cost of power 
since power represents a large portion of the total cost of operating an electric 
system. 

Mr. Narcner. If this increase that we have just discussed is granted, 
how much, in total dollars, will it increase the wholesale power cost 
. >. 
in that area? 

Mr. Hamin. Can you give that, Mr. Zook, at this moment ? 

Mr. Zoox. I cannot. 

Mr. Hamit. We will give it to you for the record. 

(The information referred to follows:) 


For REA borrowers’ purchasing power from the Southwestern Power Admin- 
istration, the proposed rate when applied to the energy purchased during fiscal 
year 1956 would have increased the wholesale power cost by $1,020,033. REA 
has no information available on sales to other SPA customers. 


Mr. Narcner. How many cooperatives will be forced to go in the 
red and how many will be forced to increase rates if the Federal 
Power Commission grants the request of the Department of the In- 
terior to raise the wholesale rates / 

Mr. Zoox. We are not in position to answer it in full at this time, 
but we can give you that information for the record. 

(The information referred to follows:) 


A review of the borrowers’ purchasing power from the Southwestern Power 
Administration during 1956 indicates that if power costs had been increased 
approximately 1144 mills as proposed in the new SPA schedule 7 borrowers would 
have operated in the red on an accrual basis. This may not be indicative of the 
future operations of these borrowers. Many have received additional loans to 
serve thinner areas; others are increasing the capacity of their systems to serve 
larger loads that produce relatively less revenue per kilowatt-hour; and some 
are experiencing losses of revenues because of an increasing number of idle 
services. For these and other reasons many of the borrowers have indicated 
that an increase in the SPA rate will require an increase in their retail rates. 

The problem of determining the number of borrowers who would have had to 
increase their retail rates is very complex since it depends on many other 
factors, such as the amount of margins each borrower now has or determines 
will-be-required in the operation of its business, anticipated rate of ioad growth 
in the area and population trends, analysis of current and future obligations, 
and other related factors. The board of directors of each REA-financed system 
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must take all these factors into consideration in determining tle rate level to 
be established for each system. For these reasons we have been unable to 
prepare an estimate of the number of borrowers who might have decided to 
increase their rates because of a new wholesale rate schedule. 

Mr. Narcuer. If this increase is granted, would it not be logical to 
assume that the next point of attack by the administration on the 
electric cooperative would be in other Federal power marketing 
areas, such as the Missouri River Basin, the Northwest, the TVA 
area, the Bureau of Reclamation, and so forth ? 

Mr. Hamm. We know of no relationship between the proposed in- 
crease of rates in the SPA area at this time and the determination of 
wholesale rates in other areas in which power is marketed by agencies 
of the Federal Government. 

Mr. Marsuatu. I think it should be pointed out in that connection 
that that area in the Southwest has been faced with a drought situa- 
tion that could not at all have been anticipated when all of these con- 
tracts were entered into. And I hope you make a note of that. 


PROGRESS IN TELEPHONE PROGRAM 


Mr. Natcuer. Mr. Administrator, I am very much concerned about 
the progress that is being made in the REA cooperative telephone 
program. 

Can you tell us the total number of telephone borrowers that REA 
has ¢ 

You might want to insert that into the record. 

Mr. H..wm. We can give you that. As of January 31, 1957, REA 
had 515 telephone borrowers. 

Mr. Natcuer. Can you tell us how many of last year’s borrowers 
were cooperative borrowers, and how many were commercial company 
borrowers ? 

Mr. O’SHaveunessy. As of December 31, 1956, we had a total 
of 509 borrowers; 203 were cooperatives and 306 were commercials. 

Mr. Natcuer. Is it true, Mr. Administrator, that the number of 
cooperative borrowers, compared with the number of commercial com- 
pany borrowers, is declining and has been declining steadily for the 
past 4 years? 

Mr. O’SHavueGunessy. Yes, sir. And there is a reason for it. 

Mr. Narcuer. Goright ahead and give us the reason. 

Mr. O’SHavucunessy. As the committee probably knows, all States 
excepting Iowa and Texas have commissions, State public service 
commissions, which regulate the telephone industry. 

REA/’s telephone borrowers are under the jurisdiction of those 
commissions, which was not true in the electric program. 

Our borrowers have to go to the commission to get territory cer- 
tification, and in most States the territory has been certified to existing 
companies. So it is very hard to find locations where you could get 
enough subscribers to make a feasible cooperative project. You can 
pick up a hundred here or a hundred there, and 50 here and there, but 
to get a number in an area that has not been already certified to some 
operating company is hard to find. 

Mr. Hamm. Mr. Chairman, may I make a statement for the record 
here ¢ 

Mr. Narcuer. Yes. 
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Mr. Hamu. Since I have been Administrator I have been in about 
30 of our States, and in every public meeting that I attended I in- 
formed the folks who are interested in telephones, either cooperative 
or commercial, that if they are not able to organize under the financial 
situations that have been existing, we would be happy to assist them. 
And we make no differentiation as to their corporate structure. 


EQUITY REQUIREMENTS FOR TELEPHONE LOANS 


Mr. Narcuer. What is REA’s policy with respect to equity require- 
ments in the case of commercial companies ? 

Mr. Hamin. Do you want to give that, Mr. O'Shaughnessy? I could 
give it but I would just as soon you give it. . 

Mr. O’Snavueunessy. Our equity requirement is on an average, I 
would say, about 10 percent equity ; the cash part of which must be de- 
posited in the construction fund prior to the advance of loan funds. 

Mr. Narcuer. What is REA’s policy with respect to equity re- 
quirements in the case of cooperative organizations ¢ 

Mr. O’SuHavucunessy. We have a maximum requirement there of 
$50 for new subscribers, $25 for existing subscribers, with a require- 
ment that 50 percent of the total equity be on deposit before the first. 
advance of funds for construction. 

Mr. Narcuer. The last few words of your answer probably answers 
this next question that I have in mind. The question is this: Does 
REA require that the equity funds be deposited prior to the beginning 
of construction ? 

Mr. O’SHavcunessy. In the case of commercial companies, for 
cash equity, 100 percent; in the case of cooperatives, 50 percent. 

Mr. Natcuer. During the past year, in the Department, was a staff 
instruction issued waiving the deposit of equity funds in the case of 
certain commercial borrowers ¢ 

Mr. O’SHavucunessy. No, sir. <A staff instruction cannot put into 
effect an REA policy. There was a staff instruction, and I know 
the one which you are thinking of, that was issued, and it set up a 
procedure within the REA organization for the preparation of a 
recommendation to the Administrator to waive the requirement that 
100 percent of the cash equity must be on deposit before the first ad- 
vance of funds. It did not waive anything of itself; it set up a pro- 
cedure for the preparing of a recommendation to the Administra- 
tor, who is the only one who could waive that requirement. 

Mr. Narcuer. Can you tell me if this staff struction applied 
equally to the cooperatives ? 

Mr. O’SHaveunesssy. It could not, because the requirements were 
not the same. With the commercial companies there was a require- 
ment of 100 percent deposit of cash equity, while with the coopera- 
tives there was a requirement of only 50 percent. And there was no 
relation between the two. 


ELECTRIC AND TELEPHONE PROGRAMS COMPARED—FIRST 7 YEARS 


Mr. Narcurer. Mr. Administrator, I believe the telephone program 
has ben operating for just a little over 7 years. How does the prog- 
ress of the eae program, insofar as total borrowers, funds ad- 


vanced, subscribers served, compare with the electric program after 
it had been in operation for 7 years? 
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Mr. Hamit. Mr. Congressman, I have it right here, but I don’t be- 
lieve that the two are in exact comparison. But I will give it to you. 
« On December 31, 1956, we had 509 borrowers in the telephone 
ah woes 

In the electric program as of December 31, 1942, the figure was 798. 

Cumulative net, loans on December 3 , 1956, for the telephone pro- 
gram were in the amount of $351,500,542. On December 31, 1942, the 
cumulative net loans in the electric program amounted to $460,467,729. 

The funds advanced in the telephone program as of December 31, 
1956, amounted to $188,167,351, and in the electric program, $364,524,- 
196, as of December 31, 1942. 

' The amount delinquent over 30 days in the telephone program was 
$534,719 as of December 31, 1956, while as of December 31, 1942, the 
amount delinquent over 30 days i in the electric program was $213,2 291 

The number of borrowers delinquent in the telephone program as ‘of 
December 31, 1956, was 25, while the number of borrowers delinqueut i in 
the electric program as of December 31, 1942, was 135. 

_ Advance payments as of December 31, 19% 56, amounted to $260,455 in 
the telephone program and $9,325,029 in the electric program as of De- 
cember 31, 1942. 

The number of borrowers with advance payment, as of December 31, 
1956, in the telephone program amounted to 23, while in the electric 
prograni, 497 as of December 31, 1942. 

Mr. Congressman, I think you will find that the two programs, as I 
mentioned, | are somewhat different. It requires a different type of in- 

vestment. In the electric program the field is wide open out there, in 
the telephone program we have a good many thousand independent 
organizations covering a great deal of the countr y- 


REA INTEREST RATES 


Mr, Narcurr. Mr. Administrator, I understand one of the trade 
journals, Telephony, which claims to speak for the telephone industry, 
has been carr ying on an active discussion for some time now on REA 
interest rates ‘and that a Mr. W elch, the author of these articles, feels 
that the administration will make an attempt to increase interest rates. 
In the January 26 issue he discusses REA interest rates at great length, 
and among other things he had this to say: 

There was one other interesting detail of the President’s budget message which 
may have otherwise escaped the attention of the people in the telephone business 
so far. That is the President’s request that Congress give serious consideration 
to raising the interest rate not only on REA loans but a number of other Federal 
agency loans such as Farmers Home Administration, college housing, and so forth. 


How do you feel about that, Mr. Administrator ? 

Mr. Hasna. I have already stated, Mr. Congressman, in regard to 
this in the same statement that was read before. 

Mr. Natcuer. It isa little different. You might want to take a look 
at that and insert your answer into the record. 

Mr. Marsuaty. Mr. Hamil, in recommendations for increase in in- 
terest rates on these loans we are talking about REA associations. I 
hope that when the occasion comes before you for your recommenda- 
tion in that matter, that you will recognize that associations themselves 
do not have earning power but that earning power and re of 
rates comes largely from the farm people, who at this time are faced 
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with a so-called cost-price squeeze that is squeezing their income, 
Their cost of operation has continually risen and the value of those 
things that they sell has not kept pace with that. And therefore while 
an assocaition, due sometimes to efficient management, sometimes te 
other things, hay have a reserve that would indicate that they might be 
able to pay a higher interest rate. It goes beyond that. since the farm 
people in that particular area are faced with handicaps in the matter 
of their earning power, which, added to.the asseication problem, may 
show that this interest rate may be of somewhat different nature than 
appears on the surface. 

And I would recommend that you take that into consideration. 

It was the purpose of the Administration to raise the interest rate 
on disaster loans and they did raise the interest rates 5 percent... And 
Congress, I think fortunately for the people of the drought areas, saw 
fit to put that interest rate back to 3 pepe 

Mr. ANDERSEN. Would you yield, Mr. Natcher ? 

Mr. Narcuer. I yield. 

Mr. AnverseN. I am sure that if the question were put up ‘to 
Mr. Scott before this subcommittee as to any possible increase in inter- 
est rates, that there would be a 100 percent vote against any such in- 
crease. We must keep in mind that were it not for the development 
of REA, that business totaling hundreds of millions of dollars, m- 
volving electric supplies, television, radios, and so forth, that are now 
being sold out in the rural areas, would never have developed to the 

value of what we might term “private enterprise.’ 

And, frankly, I think it is self-evident that any request to increase 
the rate on REA and RTA loans simply comes from people who; do 
not have the interest of those organizations at heart. I am delighted 
with Mr. Hamil’s assertion that you have not made any study, nor do 
you intend in the near future, I understand, to make any study,/or 
utilize any of your personnel to make any study toward the possible 
building up of a case for the increase of interest rates. 

Mr. Narcuer. I want to thank my colleague and friend, Mr. An- 
dersen. 

Mr. Scott, I am one of your great admirers, and I would like to 
direct one question to you. 

Mr. Scorr. Thank you, Mr. Natcher. 

Mr. Natcuer. Mr. Scott, as the Director of the Agricultural Credit 
Services, you heard my statement to the effect that, in my opinion, the 
sure way to kill REA is to increase the interest rate and to make loans 
more difficult to secure. How do you feel about that statement ? 

Mr. Scorr. Mr. Natcher, I have no question in my mind about the 
damage that would be done to the REA system, the cooper ative bor- 
rowers, if their loan funds became diffienlt to get. They must have 
adequate financing. 

I have had 20-odd years of experience in working with co-ops} I 
am a very strong believer in them. I feel that any major question— 
and we are certainly talking about major questions in .interest. rates 
and things of this kind—ought to be taken up with the directcrs out 
there. Certainly that is the way I have been accustomed to doing 
business, and I have seen the results of thr ashing that out with these 
good farm people that are the directors and that “have a sincere inter- 
est in their cooperatives and service in their area and know what is 
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involved in making a success of it. I think a thing of this kind ought 
to be discussed with them, the pros and cons of it. 

I think that there is no question but what we all realize that the 
Federal budget is very, very high. Interest rates are high, I under- 
stand, because of a general shortage of funds in relation to the demand 
for loan funds. I am sure we all realize that it is in the national 
interest to hold the budget down and make economies where we can. 

I think the very able directors of these co-ops would take that into 
‘ account along with the things that are essential to make a success of 
their cooperative. That is why I firmly believe that questions of this 
kind might very properly be discussed freely to get their views and find 
out what the country thinks about these issues. I am a strong believer 
in that. 

Mr. Natcuer. Thank you, Mr. Scott. 


ASSISTANCE TO BORROWERS 


Mr. Marsnati.. Mr. Hamil, I know you were very sincere a moment 
ago when you told Mr. Natcher that it was the purpose of your organ- 
ization to assist the co-ops in their organization problems. And I 
think experience shows that the problem of organizing a rural tele- 
phone company is somewhat difficult because oftentimes existing facil- 
ities come into the picture there. 

Now, I am wondering: In rendering assistance to these co-ops, just 
what did you have in mind as far as assistance to them is concerned ? 
Would you help them with the legal aspects that might be involved 
in reorganization? Woud you help thei make plans to acquire these 
existing facilities? Is that intended in your statement of the scope 
of your feeling of assistance to them ? 

fr. Hamm. We have helped them in a good many ways, and I have 
Mr. O’Shaughnessy here, who has been with the program since its 
inception, and I would ask that he make a further comment on it. 

Mr. Marsnati. Would you do that, Mr. O’Shaughnessy / 

Mr. O’Suavcunessy. We give them whatever help they might need 
in the initial stages. In the way of legal guidance we will advise them 
what they should do. We would not tell them how to do it, we do not 
do it for them. It is the same way with engineering; we assist them 
in getting an engineer, we assist the engineer in getting his work 
done. But we do not do the engineering for them, we just do not have 
that kind of help. 

Mr. Wuirren. Mr. Andersen ? 

Mr. Anversen. Mr. Chairman, I would just like to ask a question 
or two, please. 

LOAN DELINQUENCIES 


Mr. Hamil, I believe you stated that the payments in default on 
the REA loans to date amount to about one-thirtieth of 1 percent. 

Mr. Hamu. On the electric program. 

Mr. Anprersen. When you make that statement, one-thirtieth of 
1 percent, you are not referring to the entire $2.8 billion loan, then; 
you are only referring to the approximately $600 million in payments 
which have been made to date, are you not ? 
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Mr. Hamm. Congressman, it is less than one-hundredth of 1 per- 
cent when you take in the entire amount of loan funds advanced to 
borrower. 

Mr. AnpversEN. I believe you also made the statement to the effect 
that the losses proportionately in RTA may be a little higher. 

Mr. Hamin. Congressman, we have not had any losses. And I 
have made a statement here in regard to that, comparing the two pro- 
grams as of the same date, for Congressman Natcher. 

Mr. ANDERSEN. Yes. You mentioned somewhat around a half a 
million dollars that was in default at this time or 30 days overdue, 
something of that nature. 

Mr. Hamm. Yes. Congressman, I explained that, I think, by the 
fact that we are in a construction period. I think you have it in the 
record. 

Mr. Anpersen. I heard the discussion. I have stated years ago, 
gentlemen, when we were first considering RTA, that it would be 
absolutely necessary for the Administrator to watch that program 
very carefully, much as we would like to see it succeed, because, to me, 
there appears to be more possibilities of pitfalls in it financially than 
in the regular electric program. You are faced with considerably 
different problems. 

And even though this amount in default is very small compara- 
tively, still it is an indication that the payment record can get quite 
a bit out of line, unless, Mr. Chairman, we are very careful of what 
we do in the future. 

Mr. Hamil, none of the borrowers in RTA are as yet in extreme 
difficulties, are they ? 

Mr. Hamm. In RTA? 

Mr. ANDERSEN. Yes. 

Mr. Ham. No. 

Mr. ANnpERsEN. How many borrowers in REA, on the electric end, 
have come into serious difficulties ? 

Mr. Hamu. How many have come into serious difficulties? 

Mr. AnpersEN. Yes; through the 20 years. I wish you would place 
that in the record at this point. 

Mr. Herzoa. The losses have been slightly less than $45,000. It is 
less than 2/1000 of 1 percent of loan funds advanced. 

Mr. Anpversen. That is the total amount charged away as being 
unrecovered ? 

Mr. Herzoc. That is right; the losses are less than $45,000. 

Mr. Anversen. And as I recall, rightly I think, only 9 or 10 bor- 
rowers through the years have had serious difficulty? 

Mr. Herzog. There have been borrowers which have had quite 
serious difficulty and we have had to work with them quite a bit, 
but over a period of time we have gotten them back on their feet. 

Mr. AnversEN. That represents less than 1 percent of the borrowers, 
it represents a very small proportion of them. I am glad that we 
can say today, after the approximately 20 years that REA has been 
in operation, that it does have as good a record as we can prove it 
does. It is a wonderful record, gentlemen. And I want to see the 
RTA, by the way have the same record built up through the years. 
But there again, from my personal viewpoint, just to instill a word 
of caution, there are difficulties there foreseeable, and Mr. Marshall or 
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Mr. Whitten, I believe, mentioned that earlier today, that it is so 
easy, in case of hard times, to say, “Well, I do not need my telephone.” 
But they are too intertwined now in the farm business with their 
power requirements. They cannot say that about REA. REA is an 
electric power, it is a necessity, while telephone might be classified in 
a little bit different category. 


LOAN SECURITY ACTIVITIES IN THE TELEPHONE PROGRAM 


From that viewpoint, Mr. Chairman, I think we must watch the 
operations of RTA pretty carefully. 

And you are doing that, are you not, Mr. Hamil? 

Mr. Hamm. We are doing that, Mr. Congressman, and we will 
continue to do it. 

Mr. Strong has a statement that he would like to make along this 
line. 

Mr. Anpersen. You gentlemen might insert at this point in the 
record anything you care to, Mr. Strong, relative to the care being 
taken in being sure that we do not blacken the good name of REA 
through a little carelessness along the line of RTA? 

Mr. Srrone. That is exactly what I have in mind. 

Mr. Anversen. Will you put that into the record here? 

Mr. Srrone. Yes. 

(The material referred to follows:) 

Both the electrification program and the telephone program are administered 
under the same high standards to assure maximum loan security and reliable 
service to the rural people. 

Our experience in the electric program has proven that with adequate attention 
to the operating and financial activities of borrowers it has been possible to 
maintain a financially sound and strong rural electrification program. Threats 
of financial failure brought on from time to time through such things as inade- 
quate management, economic reversals in drought-stricken areas, power supply, 
and technical operating and maintenance difficulties have been averted through 
competent technical and-management assistance by REA and through the.devel- 
opment of such techniques as the national sales program. 

We are now approaching a period of heavily increasing responsibility in this 
phase of the rural telephone program. The telephone business is a marginal 
operation and we know that telephone borrowers will face difficult problems 
ahead, just as borrowers did in the electrification program. We are confident 
that with sufficient staff we can successfully assist the borrowers in these diffi- 
cult situations and maintain a fmancially strong rural telephone program. With 
the increase requested for loan seeurity activities in our administrative funds 
we will be able to develop an adequate staff to meet these needs. 


INTEREST RATES 


Mr. Anpersen. Now, Mr. Chairman, on this interest rate proposi- 
tion, we all know that certain lines of business in our country have 
had certain subsidies given them in order to give them the opportunity 
to succeed. We remember the untold sections of land given through- 
out the West to the railroads, provided they would put a line out to 
open up new virgin territory. In fact, I worked for 2 years as an 
engineer in one of those particular fields, where today the Northern 
Pacific Railroad has a great coal-mining area on that land given to 
them free by the Government years ago. It was considered worthless 
then, it is almost priceless today, as are their oil lands out through 
that particular region. 
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But nobody can prove otherwise than that there is scarcely an in- 
dustry in America but what has received some subsidy. 

Of course, in REA the subsidy has been the administrative expenses, 
plus perhaps a little saving on the interest rate. That isthe only thing 
that anybody can possibly maintain that is a subsidy as far as the 
farmers are concerned, along the line of rural electrification. Other- 
wise it has been absolutely paying its way. 

Mr. MarsHaui. I am glad my colleague from Minnesota made men- 
tion of that, and I am sure he will agree with me in saying that no 
subsidy that has been paid’in any form to any industry or any group 
of people has brought about a better living condition or provided more 
job opportunities than has the assistance given rural America through 
the RKA program. And I think also that the record has been very 
clear in pointing out the payments on principal are being repaid and 
interest collected. 

Mr. Anpersen. Mr. Chairman, I would be willing to gamble today 
that if we looked into the antecedents of these people who were creating 
this little argument about whether REA should have the benefit of a 
2 percent interest rate now, if we were to look into their antecedents I 
believe we could point to a little industry in their field which took 
advantage in 1946 of huge writeotis given by a very generous Gov- 
ernment in helping those partic ular industries go from a war situation 
to peace. 

Gentlemen, through that area alone, immediately following World 
War LI, we allocated to industry—-I am talking about big industry 
il y in giving them an 
opportunity to convert from wartime to peace. 1 think it 1s peanuts 
on their part, whoever it might be, to try to persuade our admuinistra- 
tion, and I know that they will not persuade them, to increase this 2 
percent rate to the farmers of America on a program which I think 
is the one bright spot in American agriculture in the last 20 years. 

Do you agree with me, Mr. Natcher? f 

Mr. Narcuer. Yes; 100 percent, Mr. Andersen. 

Mr. Anprrsen. What about you, Mr. Vursell? 

Mr. Vursevt. | am in accord with your thinking. 

Mr. ANperseN. Thank you, sir. 


AMOUNT OF LOAN FUNDS REQUESTED IN THE BUDGET ESTIMATES 


1 wanted to ask Mr. Wheeler, as budget officer of the Department, 
first: How much did REA ask of the Department, Mr. Wheeler, for 
REA loans and RTA loans? 

Mr. Wueecer. The loan level projected in the earlier estimates was 
the same, $185 million. We did, as I recall it, request a little higher 
contingent amount than was finally possible to include in the budget. 

Mr. Anpersen. You say a little higher contingency amount. Would 
you put the detailed amount in the record 4 

Mr. Wueeter. Yes, I will be glad to. 

(Information refer red to follows: ) 
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The Department requested and the Budget Bureau approved loan estimates for 
REA as follows: 


Electrifica- 
tion loans 





Telephone 
loans 











Estimated loan needs: 


I i Ea et neeenen alld i ene $185, 000, 000 $80, 000, 000 

OUI OUENS GUGREIIUN neocon cc cuceantbeecbdscconnssdcsucbboecteeune| JRGenoee 80, 000, 000 

Se GO, 08 6. dncck cchiddedateesiaweh bien satis omieshhaecidn ss mania 185, 000, 000 80, 000, 000 
Reserve authorization: 

Beeee Odds 56 eed dl ddd dink cidncbhsabibihed--duibinnsdd- See aye 46 25, 000, 000 20, 000, 000 

Ne ee Ak cnsgdneabononnnasct ail 25, 000, 000 20, 000, 000 

DROS SONI. w Seo Sntc'wicinnesnsausd Ladlabbudetdscd bin doebebibe chin 20, 000, 000 10, 000, 000 





Mr. Anpersen. Did the Budget itself make any decrease ? 
Mr. Wueeter. Only in the contingent amount, is my recollection. 
Mr. Anperson. Thank you, Mr, Chairman. 

Mr. Marsuauu. Mr. Vursell. 

Mr. Vursewt. Mr. Chairman, am I correct in assuming that there 
has been asked by the Bureau of the Budget an amount of $179 million 
for REA for the fiscal year 1958¢ It is $179 million, I believe, accord- 
ing to the figures here before me. That is on page 299 of the justi- 
fications, part II. 

Mr. Herzoc. We asked for $179 million in new authorization which 
was to be added to the carryover that we had anticipated, of almost 
$30 million. It would have given us almost $210 million in loan funds. 

You see, the new authorization is always figured on the basis of how 
much we expect to carry over from the previous year, and then we just 
ask for enough new money to provide a sufficient amount to meet our 
loan estimate, plus additional contingency in the event that additional 
needs show up. We had anticipated our loan needs would be about 
$185 million. To meet those needs we figured we would need about 
$210 million, and the $210 million came about through a new authori- 
zation of $179 million, plus about $30 million in carryover from the 
prior year, plus estimated recissions during the year of prior loans of 
about $1 million. 

Mr. Vursevt. And then how much for the Telephone Administra- 
tion about $60 million ? 

Mr. Herzoe. That, sir, is the same situation. We tried to estimate 
about how much money we would carry over from the prior year. At 
the time the budget was developed we estimated the carryover of loan 
funds would be slightly over $31 million and that we would probably 
have recissions during the year of about $1 million. Adding that to 
the $60 million request in new funds it would give us about $92 mil- 
lion available for loans. 

Mr. Vourse.ti. And by the same token, the increase in carryover for 
REA electric, added to the $179 million, would bring that up to about 
what ? 

Mr. Herzoc. To about $210 million. 

Mr. Vursect. And do you folks feel that that would safely provide 
for the amount of loan funds necessary for the coming year? With 
the view that it might not, you still have a contingency that you are 
adding, or do you not? 

Mr. Herzoc. That is right in the budget estimate, sir, but as ex- 
plained before, the chairman asked for the additional figures on the 
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new survey which we are studying now. It indicates that the needs 
may be higher. But we do not have all of the survey figures here, 
they will be submitted for the record as previously asked. 

Mr. Vursetu. I am satisfied that the Department would approve 
and this particular committee would approve of a necessary contin- 
gency, whatever it should be, to make certain that there would be 
sufficient loan funds not only for REA but RTA as well. That has 
been the policy of this committee and the policy of the Department 
for a good many years. I want to make sure we allow REA all the 
funds needed. 

Mr. AnpversEN. That is largely because of the confidence we have in 
the administration of these programs. 

Mr. Voursetu. That is true. And our confidence, I am glad to say, 
has not been misplaced. And from what I hear about the new Direc- 
tor—I still call him the new Director; Mr. Hamil—from all reports 
I get I am satisfied that the work is being carried on with the same 
conscientious effort and that the borrowers will have no reason to fear 
anything at the hand of this committee or the directors. 

I might go further than that and include the great majority of the 
Members of Congress in that. 

I say that because the REA is very much a child of Congress. We 
have nurtured it and only did what we should do, the Members of 
Congress, for a great many years, in helping to make suggestions and 
corrections. And our principal effort, of course, has been to see at all 
times that there were sufficient funds. And there is no question but 
what the funds have been well spent in the knowledge of the great 
benefits that they have brought to the economy of our country and 
especially to the farmers of this country. I am sure that under the 
able management of Mr. Hamil and the other gentlemen assisting him, 
that we may look forward in future years to the same sort of service. 

Now referring to the discussion that has been developed here with 
reference as to whether or not, during this period of interest rates 
going up, the application of increased interest rates should be made 
to the operations of the REA, I think in considering the economy of 
any one segment of the Government, that you should take into con- 
sideration the contributions that segment has made to the overall 
economy of the Government. I think that the only subsidy that I know 
of that has been given to the REA has been given by the people at the 
grassroots who have managed the REA so well that its losses cannot 
be equaled by any free enterprise organization in the United States, 

I am one of those who believe that the REA is one of the best ex- 
amples of free enterprise at its best, and it comes from the very grass- 
roots of the country. 

Now here is a great subsidy in my mind that has been given to the 
REA, and I refer to the people who have unselfishly given of their 
time, their thought, and their efforts, in the management and the 
direction and the buildup of REA throughout the Nation. 

I represent a section of the country that has considerable agricul- 
ture, and have had an opportunity to observe the zeal and the per- 
sonal interest the directors of the various REA co-ops put into making 
this a success. And, of course, they are zealously intending to protect 
this organization because they have a great pride in the accomplish- 
ments of it. 
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I think when you take into consideration the contribution that they 
have made and evaluate it in dollars, that they are the ones who have 
subsidized REA willingly and gladly. 

Mr. Anpersen. Would the sentetian yield again? 

Mr. Vursexy. I am glad to. 

Mr. AnversEN. I am happy that you brought this out because, as 
you say, it is certainly the work of all of these various directors scat- 
tered throughout the Nation who have given of their time in the first 
place to form the various associations, ‘Mr. Vursell, later on perhaps 
2 dozen meetings a year, without compensation. They drive long 
distances, a lot of them. I know T have a cousin who does just that. 
If he were paid for the time that he actually put in he would have 
to put in a bill with that REA association of at least $500, figuring 
mileage and time, but I doubt whether he gets more than the usual 
dollar per directors meeting, or $24 at the most a vear. They really 
are, as Mr. Vursell has stated, they really are the people who have 
subsidized REA through the years. 

Mr. Vursevi. And they have been glad to do it. 

Mr. Anversen. And they have been glad to do it. 

Mr. Voursety. And it takes hundreds of thousands of men over the 
Nation, going long distances, sometimes in the wintertime when the 
weather is inclement, holding meetings on Sundays, to keep the fires 
burning, so to speak, and keep up the enthusiasm and the members 
of the cooperative not only informed but to continue to instill the 
pride of success that they have developed throughout this great 
organization. 


CONTRIBUTION OF RURAL ELECTRIFICATION TO NATIONAL ECONOMY 


Mr. Voursetx. I think the second great thing that this REA organi- 
zation has done for the Nation at large is the tremendous contribution 
that it has made to the economy and the industry of this country. 
Sometime I should like to see the figures, if it were possible to get 
them, for the billions of dollars possibly- I think it would run that 
high—in electrical appliances that REA has made possible to use as 
a market for such appliances. 

Then you might carry that out into the hundreds and thousands 
and millions of men and women employed in the factories of this 
country, from which taxes have been taken, who are employed at 
high wages in manufacturing such appliances. 

Mr. MarsHaty. Mr. V ursell, if you would yield to me, I am under 
the impression that in the record previously we have had some esti- 
mate placed by REA concerning that. I think it would be well if 
that table of information could be brought up to date and placed in 
the record at the point that you asked for it. 

Mr. Vursetu. I should be happy to have that. 

I have often wanted that brought in focus there so that we could 
evaluate and understand something of the great contribution that 
this REA light and power has brought to the country from an indus- 
trial standpoint. 

(The information is as foHows:) 


hey 
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FARM INVESTMENT IN ELECTRICAL EQUIPMENT, APPLIANCES, AND WIRING 


In bringing the data given in the March 1953 hearings before the committee 
up to date, we have obtained current estimates from the 10 cooperatives on which 
data were submitted at that time. The following table reflects these data: 


Farm investment in electrical equipment, appliances, and wiring compared to 
investment in electric plant 


| 

REA cooperative | | Dollars in- 

J | vested by 
| | Estimated | farmers in 
| Average | averagein- |_ electrical 
investment | vestment | appliances, 
in electric per farm in | equipment 
| County of principal | plant per appliances, | and wiring 
| 


operation consumer equipment, | per dollar 
| eonnected and wiring | invested by 
| | co-op in 
| electric plant 
| 


EE RS Sener ee as | Carroll. $668 $3, 500 $5. 24 
Missouri Butler ae . 496 1, 008 2. 03 
Montana McCone_..-.---- (a7 4, 238 3. (9 
New Hampshire-------. sid. am sstsegute Os «saa | 1, 335 2. 80 
New Mexic 0 | Lincoln LS Sak Eet , 155 1, 486 . 29 


5. 94 
. 16 
86 
11 


she eckctaetual " : 53 3, 180 
Pennsylvania wok aaa Geiiveh. ..2s oes 75 3, 400 
Texas__ iuponck. 1 aities4 nine as 567 2, 756 
Washington oth Pen Oreille_. $24 3, 411 


5 
2 
3 
2 
1 

North C Carolina - ..--- ni~ Hy RE WORE daucwadnser~esc 361 | 1, 411 3. 91 
5 
7 
4. 
4, 


These estimates re that farmers served by these cooperatives invested an 


average of roughly $2,572 per farm in farmstead wiring, electrical home appli- 
ances, farm equipment and plumbing equipment compared with $2,000 in the 
earlier report. These current figures indicate an expenditure of $4.04 for wiring, 
appliances and equipment per $1 of investment in electric distribution facilities. 

Much of the wiring, appliances and equipment have been in service for a 
number of years. This means that a substantial maintenance and replacement 
market is developing in rural areas. 

Mr. Anversen. If you will again permit me, Mr. Vursell—— 

Mr. Vursevu. Surely. 

Mr. Anpersen. Any such analysis, Mr. Strong, will of course by 
its very nature reflect the man-hours of work throughout the Nation 
in factories that REA has created by creating this demand for electri- 
eal appliances. I think it has done a lot to add to the present pros- 
perity, outside of agriculture, in the United States of America. 

It is a peculiar thing, that one segment of our economy, which is on 
the low rung, has contributed so much in helping the prosperity of the 
rest of the Nation. And here is one great example of it right here. 

If you will permit me further, Mr. Vursell, I would like to say that 
I think Mr. Scott is fortunate in heading up the credit end of Agri- 
culture, having to do with Farmers’ Home Administration and REA 
and RTA, because to me those are two of the very great fundamental 
organizations which do more to help a lot of people along the line, 
Mr. Scott, than practically any other in Agriculture. 

Mr. Scorr. Thank you, Mr. Andersen. 

Mr. AnperseNn. And I want to say I think you are doing a good job 
of it. 

Mr. Scorr. Thank you very much. I have often said, and I believe 
very strongly, that I have the choice assignment in the Department, 
the two outstanding service organizations, REA and Farmers’ Home. 
I am extremely gratified to have an opportunity to serve with them. 

Mr. Anversen. Thank you, Mr. Vursell. 
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INTEREST RATES 


Mr. Vurseit. Now, Mr. Chairman, with that picture in my mind, 
with the great benefits this organization has brought to the economy 
of our country, I am rather ‘amazed at times to hear the question 
raised as to whether or not now we ought to increase interest rates. 

Now, if what has been done for our country, from an economic stand- 
point, was put on the credit sheet—and it is on the credit sheet, for 
people who understand it—certainly that alone would carry us through 
a few years of present high interest rate that the Government pays 
for borrowing money even if it did exceed the 2 percent that REA 
pays. 

I do not expect to live long enough and certainly not to serve long 
enough to ever see this Congress change this REA interest rate. T 
do not think it should be changed ; I do not think it should be 
increased ; and I have no idea that the Congress of the United States 
will increase it. 

Mr. Anderson has said that it is really one of the highlight opera- 
tions, and the changing of this rate to bring in a few more shekels, 
which would jeopardize to some extent some of the REA cooperatives 
who are not quite so well entrenched financially, would be, in my 
opinion, a blunder on the part of the administr: ation, any administra- 
tion, and a blunder on the part of the Congress, which I feel satis- 
fied will not be made. 

With reference to the REA telephone situation, of course that is 
bound to move more slowly than the REA light and power, because 
of the State restrictions. As has been pointed to, the allocation of 
franchised territories has already been laid out by the States and 
protected for the States. There is the further reason that the income 
from the telephone is not as general and not as widely dispersed as 
the income to REA because you do not have the power factor. And 
this power factor continues to increase with REA. 

I do not think that in the word of “caution” that has been offered 
by a couple of other members of this committee the point is well taken, 
because nobody in Government should want to go farther or far 
enough in being liberal to set up a bad economic program. We ought 
to be past that, with the exception of the mistakes that were made, 
and we always make some. But our experience in this country, young 
as it is and old as it is, and with the fine example that we have with 
the REA and electric light and power, we want to build the same 
sort of economic stability in developing a sound and adequate tele- 
phone service to the people through the RTA as we have through the 
REA. 

I think that is all I have to say, Mr. Chairman. 

Mr. ANnpersen. Mr. Chairman, I want to thank Mr. Natcher for 
bringing up this subject here this afternoon. 

I think it is very fortunate that you did, Mr. Natcher, that this 
subcommittee has been given an opportunity to put into the record 
what we think of any such proposal. And I feel certain that with 
this in the record as it is, anybody who might think there is a chance 
of advancing it, if they will read this record perhaps they will forget 
about the whole proposition. 

Mr. Natcuer. I would like to say to my colleague and friend, Mr. 
Andersen, that I certainly agree with him. 


Mr. Marsnatt. I think the record ought to be made clear at this 
point that the interest rate on REA and RTA could not be changed 
without action of the Congress. I think it would be entirely wron 
and I think it would be the opinion of this committee that it woul 
be entirely wrong for the REA or RTA to spend any of their admin- 
istrative funds making studies or something along this line until 
they are requested to do so by the Congress. 

Mr. Vursetx. Mr. Chairman, may I interrupt for a moment? 

I find that I have to go over to my office and be absent the rest of 
the day because there are about 25 farmers from my district waiting 
to see me. 

UNADVANCED LOAN FUNDS 


Mr. MarsuHauu. Mr. Strong, I wonder if you could tell me how 
much unadvanced loan money is outstanding to co-ops today ? 

Mr. Strona. Yes. As of the present time, in the electric program— 
I assume you refer to that? 

Mr. MarsHAuy. Yes. 

Mr. Srrone. There is slightly over $500 million in electric loan 
funds, loans that have been approved but the money has not yet been 
drawn down by the individual borrowing units, the cooperatives. 

In other words, they have a supply of funds on tap to the extent of 
more than $500 million now, and a part of that is due to the more 
rapid processes employed in REA in getting these loans through in 
a hurry. 

It is necessary in order that they proceed economically and accord- 
ing to plans on their construction program, in order to keep pace with 
the increasing need for facilities in rural areas. 

Mr. AnpersEN. Just to make the record clear, Mr. Strong: That is 
part of the $2,800 million, approximately, is it? 

Mr. Srrona. That is $2,800 million approximately that has been 
advanced to the cooperatives. 

Mr. Anpersen. That money has all gone out? 

Mr. Srrone. That is correct. And this $500 million is in addition 
to that. That represents approved loans which have not been 
drawn down. Well, to some extent some of them have taken part of 
it, others have taken a greater part. But they draw on that as their 
actual construction Heel dovelobi, in line with this program of con- 
struction and meeting the increasing demands of their members that 
we talked about earlier. 

Mr. Marsnaty. What I understand from this is that you have 
approval of a loan for a certain section building so many miles of line. 

Mr. Strona. And it takes some time to do it. 

Mr. MarsHa.u. They have those funds there so that as they build 
these extensions to the line they can draw on that fund to do it? 
Now, they may be delayed for a few things like getting material or 
something like that, that might cause a slowness in building out that 
extension of the line And the funds are there to pay for it? 

Mr. Strone. That is correct. 

Mr. Marsnauu. But for some reason or other it has not kept up 
with the loan? 

Mr. Strona. It is pretty much a standard process. 
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In other words, they cannot go out and buy the equipment they 
need, or they cannot get the manpower to build that line unless they 
have the loan money. 

Mr. Marsnatu. It is apolicy, as far as that is concerned, meeting 
it as you are meeting it, and the procedure could not be improved upon 
in any way so far as they are concerned ? 

Mr. Srrona. No. 

Mr. Marsnauu. Nobody is negligent either from the farm stand- 

oint or REA or co-op standpoint. It is just a method of procedure. 
Hien it is a very important thing in considering the status. 

Mr. Srrone. Yes. And they have it on tap as they need it. 

Mr. Anpersen. Rather the authority to draw it stands to their 
credit; would that not be a better statement ? 

Mr. Strona. That is correct. 

Mr. AnpersEN. The money is not advanced until they need it. Nor 
do the cooperatives pay interest on the money until they actually 
draw it out of the Treasury in the form of a loan ¢ 

Mr. Srrone. That is correct. 

Mr. Scorr. As I describe it, it is a case of the REA having done 
everything it needs to do; it approved the plans, the funds are ear- 
marked and everything else, and it is just up to the co-op as its plans 
progress and it needs money. 

Mr. Anpersen. Our executive clerk advises me that this is a good 
example of the lead time that we hear discussed so much on the floor 
of the House. I presume some of the loans are available for 4 years 
before they are completely drawn, are they not, Mr. Hamil? 

Mr. Hamm. That is right. Sometimes a generation loan is made, 
but it may be 2 years before they can get the boiler. Is that right, 
Mr. Zook? 

Mr. Zoox. Sometimes as much as 36 months before the piece of 
generating equipment can be procured from the time it is ordered. 


REA ADVISORY COMMITTEES 


Mr. Marsuauit. Does REA have an advisory committee made up 
from people in industry and REA co-ops that make recommendations 
concerning REA policy to the Administrator ? 

Mr. Hamm. We have in the telephone program, Congressman, and 
I am preparing a list for the electric program. 

Mr. Srrone. Yes. Such committees have existed for the past sev- 
eral years, and one has now been appointed, the other is in the process 
of being appointed. 

Mr. Marsnatu. Could that list be supplied at this point in the 
record ? 

Mr. Hamu. It will. 

(The material referred to follows:) 


MEMBERSHIP OF THE REA TELEPHONE Apvisory COMMITTEE 


Richard D,. Crowe, manager, Dos Palos Telephone Co., Dos Palos, Calif. 
John Birchmore, president, Comer Telephone Co., Comer, Ga. 

Wm. C. Henry, president, Northern Ohio Telephone Co., Bellevue, Ohio 
Harold C. Ebaugh, manager, Triangle Telephone Association, Inc., Havre, Mont. 
Herbert H. -Welsh, president, Northern Kansas Telephone Co., Nortonville, Kans. 
Roy C. Boecher, manager, Pioneer Telephone Cooperative, Inc., Kingfisher, Okla. 
Edward D. Hildreth, manager, DeKalb Telephone Cooperative, Alexandria, Tenn. 
Donald H. Brooks, manager, West River Mutual Aid Corp., Hazen, N. Dak. 
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Dean Searls, manager, Adams Telephone Cooperative, Camp Point, Ill. 
Daniel B. Corman, general manager, South Central Rural Telephone Cooperative, 
Glasgow, Ky. 
Riggs Shepperd, manager, Southwest Texas Telephone Co-op, Inc., Hondo, Tex. 
Harold.L, Ericson, president, Minnesota Central Telephone Co., Hector, Minn. 
Joe Roberts, President, Inter-County Telephone Co., Gallatin, Mo. 
S. A. Lane, president, Western Arkansas Telephone Co., Russeliville, Ark. 
Fred R. Harris, president, Southern Telephone Co., 1006 Airport Road, Jackson, 
Mich. 
Orla L. Moody, staff engineer, American Telephone & Telegraph Co., room 830—A, 
195 Broadway, New York, N. Y. 
A. Kenneth Knudsen, manager, Dakota Cooperative Telephone Co., Inc., Irene, 
S. Dak. 
REA ELectric ADVISORY COMMITTEE 


Since the composition of this Committee is in the proposal stage, no members 
hive been designated. 

Mr. Marsna.u. There is one point in connection with that that is 
of some trouble to me. There seems to have been an abundance of 
newspaper advertising put out by some of the industries supplying 
both telephones and electric power, propagandizing the people of this 
country on interest rates and on taxation problems. 

Now, I do not know the makeup of your committees, but it does 
bother me when you have people who might be serving on some of 
these advisory committees advising you of policies, on the one hand, 
and, on the other hand, taking this means of propagandizing with tax 
deductible expense items to arouse the people of the country in opposi- 
tion to what the RTA program and REA program is doing. 

I hope, Mr. Hamil, that you might explore into that possibility. 

Mr. Hamin. I do not think you will find, Congressman, anyone on 
our advisory committees recommending such processes. If they are, 
we will advise them that their services are no longer needed. 

Mr. MarsHauu. We appreciate that. And that answers any sug- 
gestion I might have along that line. 

We want to say that we always look forward to your appearing 
before this committee, because this committee, as has been expressed 
a number of times today, is sincerely interested in REA and RTA. 
We would like, as a committee, to be kept advised of the progress of 
REA, not. only during the hearing, but throughout the year. Any 
problems you have I am sure will be given as full and complete an 
understanding as this committee can give them. 

We thank you for appearing before us. 

The committee stint adjourned until 1 o’clock tomorrow. 
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ROBERT L. FARRINGTON, GENERAL COUNSEL, OFFICE OF THE 


GENERAL COUNSEL 


EDWARD M. SHULMAN, DEPUTY GENERAL COUNSEL, OFFICE OF 


THE GENERAL COUNSEL 


CHARLES W. BUCY, ASSISTANT GENERAL COUNSEL, OFFICE OF THE 


GENERAL COUNSEL 


EDWARD F. MYNATT, ASSISTANT GENERAL COUNSEL, OFFICE OF 


THE GENERAL COUNSEL 


W. EDWARD BAWCOMBE, EXECUTIVE ASSISTANT, OFFICE OF THE 


GENERAL COUNSEL 


JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OFFI- 
CER, DEPARTMENT OF AGRICULTURE 


SALARIES AND EXPENSES 


Program and financing 











Program by activities: 


Financing: 


Total number of permanent positions_-_-_._.....- 
Full-time equivalent of all other positions 


1, Agricultural credit and conservation __-_...-------- 
2. Commodity credit, production, and adjustment pro- 
I ott aistincnG ah oaad beteaes tae Aes on 
Marketing and. regulatory Mee ii sek ddd de ckssl 
4, Agricultural research and staff legal services.........-.-- 


Tel AA csi emeenbnnbecnpncbecsnsateeerine 


Advances and reimbursements from (—) other accounts 
Unobligated balance no longer available 


POOP IR 6500 cae demaicins dese gimecectnesecowasenses 








Obligations by objects 














Average number of all employees. -._.........-. wieittinine ae 


Number of employees at end of year. --- 


Average salaries and grades: General schedule grades: 


01 


SSE2B8 


=38 


oo 
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Average salary... _----- chee capeiebe aaeadunwswedasee 
Average grade. ...........-.-. batons 


Personal services: 
Permanent positions_- 
Positions other than permanent. 
Regular pay above 52-week base. 
Payment above basic rates____ 
Other payments for personal serv ices_ 


Total personal services__-_-- 
Travel__...- eS oe Pee 
Transportation of things__ pie 
Communication services_ 

Rents and utility services..._.___. 

Printing and reproduction - 

Other contractual services. 

Services performed ved other | SEE 

Supplies and materials_- ce 

Equipment_ 

Grants, subsidies, and contributions: Contribution to re-. 
tirement ela AE TE ST 

Refunds, awards, and indemnities_. 

Taxes and NR its Sistine zh 


Total obligations 


























iinint Aivielansh 1956 actual | 1957 estimate | 1958 estimate 
| | 
| $1, 285, 666 $1, 400, 000 $1, 568, 000 
‘ | 687, 722 709, 000 773, 000 
438, 051 442, 000 584, 000 
209, 813 234, 000 247, 000 
Z —_—|—__—_—_ 
2 621, 252 | 2, 785, 000 3, 172, 000 
ace: |? Seeker eee aaik} 
| 35, 748 obéecenannll 
\--——— ——— —-- — —— —_—_——_—_—__ ___— 
2, 256, 000 2, 785, 000 3, 172, 000 
1956 actual | 1957 estimate 1958 estimate 
Fete ie el 
_— 470 | 456 485 
1 2 2 
383 | 417 446 
acai 396 420 450 
$6, 043 $6, 090 $6, 105 
G3-7.9 _Gs- -8.0 GS-8.0 
: .-| $2,387, 801 $2, 543, 159 $2, 729, 755 
4, 695 | 6, 800 6, 800 
2 10, 480 
4, 193 3, 509 3, 500 
1, 057 | |-------- oan 
2, 406, 943 | 2, 553, 450 2, 750, 535 
80, 022 82, 250 94, 350 
5, 393 4, 000 4, 000 
33, 383 | 34, 850 36, 850 
9, 489 13, 000 9, 000 
20, 541 21, 500 24, 750 
15, 257 14, 500 16, 250 
| 2, 472 10, 000 10, 000 
| 24, 360 28, 150 25, 900 
23, 125 27, 600 29, 100 
am eS 170, 565 
sbodttdncsidemiidé 200 200 
267 500 500 
2, 621, 252 2, 785, 000 | 3, 172, 000 
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Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 


| 
BUDGET AUTHORIZATIONS AVAILABLE 


INES sides tidawn cdvdossudgewovudmedccnadines $2,256,000 | $2,785,000 | $3, 172, 000 
Obligated balance brought forward__...__-_.._- asl 151, 560 125, 453 139, 470 
Restored from certified claims account. _- : 1,017 anti 


Total budget authorizations available____- 2, 407, 560 2, 911, 470 3, 311, 470 


EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations _- z 2, 095, 671 2, 645, 750 3, 022, 000 
Out of prior authorizations_..............~-- : P 149, 183 126, 250 138, 000 


Total expenditures___._.............- Ks 2, 244, 854 2, 772, 000 3, 160, 000 
Balances no longer available: 
Unobligated (expiring for obligation) _.._. eee 35, 748 
cor.....-... oe - EO Poe ies een ee a 
Obligated balance carried forward__....._-- : 125, 453 139, 470 151, 470 











Total expenditures and balances... -- alle ee 2, 407, 560 2, 911, 470 | 3, 311, 470 


JUSTIFICATION OF THE EsTIMATE 


Mr. Marsuatu. The committee will be in order. 

We will insert at this point pages 358, 359, and 364 through 379 
of the justifications. 

(The material referred to is as follows :) 


OFFICE OF THE GENERAL COUNSEL 
PURPOSE STATEMENT 


The Office of the General Counsel, then known as the Office of the Solicitor, 
was established in 1910 when the Congress prescribed that “hereafter the legal 
work of the Department of Agriculture shall be performed under the supervision 
and direction of the Solicitor” (5 U.S. C.518). Until April 1, 1935, the Solicitor’s 
Office was a unit of the Office of the Secretary, at which time it was established 
as a separate agency of the Department. On March 17, 1954, the Secretary 
changed the title of the Solicitor to General Counsel with a corresponding 
change in the name of the Office. 

The Office of the General Counsel, as the law office of the Department of 
Agriculture, performs all of the legal work arising from the activities of the 
Department. The General Counsel represents the Department in administra- 
tive proceedings for the promulgation of rules having the force and effect of 
law; in quasi-judicial hearings held in connection with the administration of 
various programs and acts; and in proceedings before the Interstate Commerce 
Commission involving freight rates and practices relating to farm commodities, 
including appeals from the decisions of the Commission to the courts. He serves 
as general counsel for the Commodity Credit Corporation and the Federal Crop 
Insurance Corporation. He furnishes necessary review in connection with 
criminal cases arising under the programs of the Department for the purposes 
of referring them to the Department of Justice. 

By special assignment of the Attorney General, the Assistant General Counsel 
for Litigation represents the Department in certain categories of cases before 
appellate courts, including the supreme courts of the States, United States court 
of appeals, and the Supreme Court of the United States. The General Counsel 
issues both formal and informal opinions on legal questions arising in the ad- 
ministration of the Department’s programs; prepares and reviews administra- 
tive rules and regulations applicable to the public; assists in the drafting of pro- 
posed legislation ; prepares, reviews, and interprets contracts, mortgages, leases, 
deeds, and similar documents; prosecutes patent applications for employees of 
the Department; examines titles to lands to be acquired by the Government or 
accepted as security for loans; and disposes of claims by and against the United 
States arising out of the Department’s activities 
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The legal work of the Office is carried on by 7 divisions in Washington, super- 
vised by the General Counsel, the Deputy General Counsel, 2 Assistant Genera] 
Counsels, the Assistant General Counsel for Litigation, and the staff legal officer, 
The work in the field is performed by 15 field offices and 4 branch offices. 

On November 30, 1956, the General Counsel’s Office had 408 employees, of whom 
251 were in. Washington and 157 in the field. 


Appropriated funds: 
PIES FO cleat mwmmmanenn cm eneciisl eee ere 
UNG AUER, BIO ce lc we eden elreerihg- gees saryittiotieesnoesat.+s) hh ca a 


Salaries and expenses 
RECORD Bl, Bl eceesnes-—~-~---- aa : 
Supplemental appropriation for 1957 (Second Supplemental Appro- 


$2, 740, 000 


wenetien: Bet -Be0t ) ae ee bohoine e 45, 000 
I a a eat lanl ae a 
nO i a een wakes! P22 3, 172, 000 
EO emenedetsnenare eta i ia _ +887, 000 


Summary of increases, 1958 


For legal services incident to— 


Activities of the Farmers’ Home Administration : +388, 735 
Commodity Credit Corporation programs-_-_-_-_-_- , 4-24, 015 
Marketing and regulatory activities: 
(a) Packers and Stockyards Act________ ...... +$26, 420 
(b) Marketing order and agreement program___. +47, 560 
(c) Grade standards and inspection under the 
Agricultural Marketing Act of 1946__.._.. +10, 560 
(d) Perishable Agricultural Commodities Act, 
ne mimiininated J 4-31, 710 


+116, 250 
For contributions to retirement fund pursuant to Public 
RO TP Rthi~ bie lh > ashen sett stint oat s< enae +158, 000 


Project statement 


" 
j 


| Increase 
| 1957 (esti- disk di laid ~~ | 1958 (esti- 
Project | 1956 | mated) Retire- mated) 
| ment costs Other 
| | (Public 
| Law 854 
BS ei as ad a 
1. Agricultural credit and conservation $1, 285, 666 $1, 100,000 | +$79, 265 +888, 725 | $1, 568, 000 


2. Commodity credit, preduction and 


adjustment programs 687, 722 | 709, 000 +30, 985 +24, O15 773, 000 
3. Marketing ani regulatory laws | 438, 051 | $42, 000 +-25, 750 +116, 250) 584, 000 
4. Agricultural research and staff legal | | 
services | 209,818} 234,000! +13.000 247, 000 
noebligated balance. pq 35, 748 | et 
Total retirement costs (Public Law 854) _- (+158, 000); [{+12, 565] [170, 565) 
Total available 2,657,000 | 2,785, 000 +158, 000 +-229, 000 8, 172, 000 


Advance from ‘‘Administrative expenses, | | 
Commoiity Credit Corporation” |}. —401,.000 


-+-158, 000 +220, 000 3, 172, 000 


Total appropriation or estimate .....} 2,256,000 | 2, 785, 000 


STATUS OF PROGRAM 


The Office of the General Counsel furnishes all of the legal services required 
in connection with the programs and activities of the Department. The Secre- 
tary, members of the Secretary’s staff, and program officials are advised on legal 
matters which arise in conneetion with their work. The progress and effective- 
ness of the functions of the Department require legal competence with a broad 
appreciation and understanding of the Department and related governmental 
policies and programs. This Office is responsible for interpreting existing legal 
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authorities affecting actions or proposed actions of the Department’s agencies 
and the application of such interpretations to the programs and operations of 
the Department. Because the attorneys of this Office are intimately acquainted 
with the operations of the Department’s programs, the statutes under which they 
operate, and the sources of available information, they are frequently requested 
to prepare the many complex cases for litigatien and to assist the United States 
attorneys in the trial thereof. In a number of appellate cases the Assistant 
General Counsel for Litigation presents the oral argument. 

Recent activities illustrative of legal work performed during fiscal year 1956 
are listed below. 

Farmers’ Home Administration programs.—During the fiscal year 1956, a con- 
siderable portion of the legal work in connection with these programs involved 
the preparation of various drafts of proposed legislation and reports and advice 
concerning such proposals, The Congress considered about 25 separate proposals 
affecting the loan programs of the agency. Many of these proposals were merged 
in H. R. 11544, enacted after the end of the fiscal year (Public Law 878, 84th 
Cong., 2d sess.). Additional legislative work was performed in connection with 
the extension of the provisions of title V of the Housing Act of 1949 and in con- 
nection with five special authority bills authorizing the conveyance of the Gov- 
ernment’s interest in particular tracts of land. 

Additional work was done on modifying and extending the regulations, pro- 
cedures, and forms consolidating the title clearance regulations of the several 
loan programs, in order to facilitate and expedite loan closing. 

In addition, the legal work performed included oral and written advice to the 
administrative officials; the preparation and approval of new and revised rules 
and instructions, forms and Federal Register documents; examination of land 
titles in connection with real estate loans; preparation of deeds, security instru- 
nients, and closing instructions in individual real estate lean cases; preparation 
of assignments, releases, satisfactions, subordination agreements, and other 
documents in connection with loan servicing; filing claims, preparation of cases 


-for litigation, and other legal assistance in collecting loans. 


Forestry and lands programs.—Legal assistance was rendered in connection 
with the forestry and lands programs of the Department in various fields and 
types of work including: 

1. Legal assistance to the Forest Service in connection with its work under 
the act of July 23, 1955, which amended the Mineral Materials Act of July 
31, 1947, to authorize the Secretary of Agriculture to dispose of certain ma- 
terials on public lands withdrawn and administered by him, and amended the 
mining laws by providing for multiple use of the surface of such lands. This 
work included the interpretation of various provisions of this act, assistance 
in the drafting and review of regulations, delegations of authority, forms, 
Forest Service Manual provisions, and other instructions for the field offices, 
discussions with representatives of the Department of the Interior and review 
of its proposed regulations. It also included assistance to the field offices of 
the Forest Service in the preparation of affidavits, area descriptions, and other 
decuments in connection with the examination of areas selected for a determina- 
tion of surface rights; examination of tract indexes in these areas and prepa- 
ration of certificates as to such examination; review of completed file sub- 
mitting the request to Interior for publication of notice to mining claimants 
for a determination of surface rights on selected areas. 

2. Review of fire, timber, grazing, and occupancy trespasses, including the 
review of offers of compromise settlement and counterclaims, and the rendering 
of assistance to the Department of Justice in the prosecution of civil and crimi- 
nal actions resulting therefrom. An example of such litigation is the case of 
United States v. Albert Bartel, et al., Civil Action No. 155 in the United States 
District Court for the Western District of Washington, Northern Division, a 
fire trespass in which the court held that the defendants were negligent in 
failing to remove slash resulting from 1951 timber-cutting operations which 
was the proximate cause of a fire that started in July of 1952 in slash resulting 
from current logging operations spreading to adjacent national forest land. 

3. Legal assistance in effecting transfer of jurisdiction between the Depart- 
ments of the Interior and Agriculture of lands needed in the development of the 
Eden Valley water conservation and utilization project, the sale of farm units 
and assistance in connection with the conveyance to States and State agencies 
of certain of the lands administered under title III of the Bankhead-Jones 
Farm Tenant Act which previously had been-under long-term leases to the 
States and State agencies. 
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4. Assistance in the drafting and review of proposed legislation pertaining to 
forestry and lands programs and of reports thereon to the Congress by this 
Department. Examples of such legislation are the bills: (S. 868) to settle cer- 
tain questions as to water rights in the West, (H. R. 8750 and other related bills) 
to amend the Watershed Protection and Flood Prevention Act, and (S. 2572) to 
authorize the interchange of lands between the Department of Agriculture and 
the Department of Defense; the act of June 22, 1956 (70 Stat. 326) relating to 
lands in the roadless area of the Superior National Forest; and various )ro- 
posals relating to recreational use on the national forests. 

5. Legal assistance in connection with the program of assistance to soil con- 
servation districts and other local organizations under the Watershed Protec- 
tion and Flood Prevention Act. This included the completion of the primary 
study of the laws of the 48 States pertaining to the creation and powers of soil 
and water conservation districts and other local organizations in order to ascer- 
tain the extent to which they are authorized under State laws to obtain assistance 
from the Secretary of Agriculture under the act; legal assistance to the Soil Con- 
servation Service in its cooperation with State agencies in the preparation and 
review of State legislation needed to implement or facilitate the extension of 
assistance to local organizations under the act; the review and approval of 
watershed work plans prepared and transmitted to the Congress pursuant to 
the act; and the preparation and review of various forms and documents for use 
in carrying out watershed work plans, such as cooperative agreements, ease- 
ments, etc. 

6. Legal advice and assistance in connection with the Secretary’s membership 
on, and the report of, the Presidential Advisory Committee on Water Resources 
Policy, including active participation by members of the Office of the General 
Counsel on the working groups of the committee. 

7. Review of drafts of the departmental publications relating to the law of 
water rights in Western States; adjustment of land claims relating to acquired 
lands; and preparation and review of deeds, timber sale contracts, performance 
bonds, permits, and other types of legal instruments. 

8. Legal assistance in the use of a recently revised contract form for sales 
of national forest timber, including drafting optional sale clauses, conferences 
and training sessions relative to overall legal problems in timber sales, rendering 
other detailed assistance in individual sales, and drafting and reviewing re- 
visions of timber sale instructions; and advice and drafting services in prepara- 
tion of a revised bid form for use in timber sales. 

9. The review of legal problems arising in connection with the construction of 
a cooperative access road system covering a typical checkerboard situation where 
national forest land is interspersed with privately owned land, the preparation 
of a cooperative agreement between private parties and the Forest Service for 
the construction of such a road system, and legal guidance in the procedure to 
follow as a pattern in the administrative negotiations of cooperative road con- 
struction programs. 

10. Written legal opinions and memorandums and oral legal advice to the Forest 
Service; the conducting of hearings and rendering legal advice and guidance 
in connection with appeals from administrative decisions involving rights under 
timber sale contracts, grazing permits, and other matters pursuant to the pro- 
visions of title 36, Code of Federal Regulations, section 211.2. 

11. Legal assistance in effecting exchange of administrative jurisdiction be- 
tween the Departments of the Interior and Agriculture over approximately 
242,734 acres of revested Oregon and California railroad grant land and approxi- 
mately 241,187 acres of national forest land for the purpose of facilitating 
administration of the O. and C. and national forest lands by the respective 
Departments, as authorized in the act of June 24, 1954 (68 Stat. 270). 

Rural utilities program. Legal services rendered in connection with the 
rural electrification and rural telephone loan programs of the Rural Electrifiea- 
tion Administration included, among other things, the following: 

1. The drafting, in connection with the increasing volume of REA telephone 
and electric loans, of loan contracts, notes, mortgages or deeds of trust, and 
supporting papers for each loan, and the review and legal clearance of the 
executed documents, Similar services in connection with agreements modify. 
ing payment schedules under borrowers’ notes, and supplemental security instru: 
ments required to maintain the Government’s security interests. 

2. The preparation or review of option and sale agreements, instruments of 
title, franchises, commission orders, ordinances, corporate proceedings and other 
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documents involved in REA financing of the numerous aequisitions by borrowers 
of existing telephone and electric systems and of construction of new telephone 
and electric facilities. . 

3. The rendering of opinions and advice with respect to the permissible limits 
of proposed electric or telephone loans, including those involving complex ar- 
rangements for joint financing with non-REA sources and pooling and intercon- 
nection of facilities. 

4, The preparation, revision, or review of contracts relating to borrowers’ con- 
struction, engineering services, power sales, and procurement and connecting 
company arrangements, and legal assistance in disputes involving such contracts. 

5. Review and clearance of borrowers’ titles to real estate, of the organization 
and revisions of borrowers’ corporate structures, and of required orders or 
approvals of borrowers’ activities and rates by States and Federal regulatory 
bodies. Assistance and advice to REA officials and borrowers’ attorneys in 
litigation or proceedings involving these matters. 

6. Assistance in connection with the solution of borrowers’ operating or secur- 
ity problems, including preparation of supplemental loan and security documents 
and advice to effectuate the transfer of telephone or electric properties from one 
borrower to another, involving the assumption of indebtedness to the Government 
and the assignment of loans. 

7. The development of new forms of supplemental mortgage or indenture to 
cover situations where telephone borrowers were unable to meet equity require- 
ments. 

8, Assistance in negotiating and drafting contracts in connection with tenta- 
tive approval by the Atomic Energy Commission of borrowers’ proposals to con- 
struct nuclear electric generating plants. Similar assistance to REA in connec- 
tion with the negotiation of contract revisions between electric generating and 
transmission borrowers and Southwestern Power Administration pursuant to 
congressional directives. 

9. Review of joint power supply or integration arrangements between electric 
borrowers and power companies, or State or Federal agencies, involving in some 
instances REA loans for facilities to be leased to or operated by the power com- 
panies or governmental agencies, as well as other types of integration of facilities, 
in the interests of common economies. Consideration of the effects of litigation 
and disputes pertaining to such integration, particularly on the advance of loan 
funds. 

Commodity credit, section 32 and school lunch programs.—Legal services in 
connection with the activities of Commodity Credit Corporation have continued 
to be required at a steadily increasing rate and it is anticipated that this trend 
will continue. More legal services were required during fiscal year 1956 than 
during 1955 because of an increased activity with respect to the disposal of 
Commodity Credit Corporation inventories of price-support commodities and 
because of a heavier claims and litigation workload in 1956 than in 1955. The 
following are examples of the types of these activities and the legal services 
rendered in connection therewith: 

1. Programs involving price support, reseal and purchase agreements, under 
which price support was extended on 1955 crops having a price-support value 
of $314 million, there were prepared or revised many types of legal instruments, 
such as chattel mortgages, notes, purchase and loan agreements, bulletins, 
announcements, instructions, regulations, and warehouse agreements. Legal 
advice was also given with respect to the preparation of contracts between the 
corporation and dealers, processors, warehousemen, and private lending agencies, 
and the Federal Reserve banks, since such agencies are utilized by Commodity 
Credit Corporation in carrying out its price-support operations. 

2. Legal assistance required in connection with disposal programs was greatly 
increased due to the search for new outlets and methods of disposition of Com- 
modity Credit Corporation record inventories of price-support commodities. 
During the fiscal year 1956 commodities were disposed of having a value in excess 
of $2 billion. Types of disposition included commercial sale (domestic and 
export), noncommercial sales and transfers to other Government agencies, barter 
and exchange, and donation. In connection with the expansion of varieties of 
disposal operations, new types of announcements and agreements were prepared 
such as those used in connection with special export programs providing for the 
sale and exportation of commodities for limited use abroad; for example, the 
reconstitution of milk. The processing, transportation, warehousing, financial, 
ete., arrangements in connection with these varied disposal operations gave rise 
to many legal problems which were handled by this Office. 
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8. This Office handled legal problems arising in connection with the purchase 
and donation, export and diversion programs, under authority of section 32 of 
the act of August 24, 1935, including the preparation or legal approval of regula- 
tions and procedures, contracts, donation agreements, and other legal instru- 
ments, and the dockets authorizing or amending the programs. 

4. Legal assistance was also given in connection with programs for the pur- 
chase and distribution of fruits and vegetables, peanut butter, beef and pork 
products under section 6 of the National School Lunch Act. The dockets author- 
izing the programs were reviewed and contracts, procedures, and regulations 
were drafted or approved for legality. 

Commodity credit claims and litigation.—There were further increases during 
fiscal year 1956 in claims and litigation work as a result of the increased price- 
support activities and unprecedented inventories of agricultural commodities 
acquired by Commodity Credit Corporation during the past several years. 

Many legal problems arose in connection with the settlement and adjustment 
of claims by and against the Corporation, which required legal services to admin- 
istrative officials in analyzing the factual and legal issues involved, in preparing 
memorandum opinions, in advising the Contracts Disputes Board, and in con- 
ferring orally with administrative officials. Frequent participation by the Office 

yas required in negotiations with opposing parties or their counsel, and the 
Office also prepared settlement agreements and other legal documents. 

When claims cannot be settled by administrative procedures, they are referred 
by the Office to the Department of Justice for litigation. Also, matters involving 
substantial evidence of violation of criminal or civil frauds statutes are so 
referred. Referral of a case requires the obtaining of all needed evidence and 
documentation, the preparation of a letter setting forth an analysis of the facts 
and applicable law, the preparation of a form of suggested civil complaint, and, 
frequently, preparation of other pleadings. 

In many instances, the work done in referral of a case to the Department of 
Justice is but a small part of the total work performed by this Office on the case. 
Because of the intricacies of price-support activities and the complexities of 
many Commodity Credit Corporation cases, United States attorneys and the 
Department of Justice, who must also handle large workloads for other agencies, 
have continued to call upon this Office for active assistance in the trial and prepa- 
ration for trial of Commodity Credit Corporation cases. Because of insufficient 
personnel, the Office has been unable to comply with all such requests and has 
been compelled to limit the assistance so given to the more important cases. 

The increased litigation workload of the Office is indicated by the fact that, 
in fiscal year 1956, 701 new cases were referred by the Office to the Department 
of Justice as compared with 423 cases referred the previous fiscal year. Six hun- 
dred and seven Commodity Credit Corporation cases which had been referred to 
the Department of Justice were closed during fiscal year 1956, leaving 1,304 such 
cases pending in court or in the Department of Justice at the end of the fiscal year, 
as compared with 1,221 such cases pending at the end of fiscal year 1955. The 
amount of money involved in pending cases increased from $20 million at the 
end of fiscal year 1955 to $21 million at the end of fiscal year 1956. 

The number of cases arising under section 32 and school-lunch programs was 
increased from 14 at the end of fiscal year 1955 to 16 at the end of fiscal year 
1956. 

Illustrative of the varied problems in the claims and litigation work handled 
by the Office are the following: 

1. Claims by and against commercial warehousemen: Many legal problems and 
claims arise in connection with the commercial storage and handling of com- 
modities owned or held by Commodity Credit Corporation. To the maximum 
extent practicable, these claims are settled administratively by Commodity 
Credit Corporation pursuant to the authority contained in the Commodity Credit 
Corporation Charter Act. Legal services by the Office are usually required in 
connection with such settlements. The complexities involved in individual 
claims sometimes require legal work extending over a period of several months. 
For example, one such matter occupied a substantial portion of the time of 
2 attorneys for the last 4 months of fiscal year 1956 and will require a com- 
parable amount of legal work during fiscal year 1957. 

The Office participated in numerous conferences with the warehouseman, rep- 
resentatives of a number of banks which finance the warehouseman’s storage, 
milling, and other business operations, and with sureties on the warehouseman’s 
bids. The Office drafted a complex financial agreement among the warehouse- 
man, the banks, and Commodity Credit Corporation, two operational agreements 
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for the warehouses involved, letters of consent for signature by the sureties, 
and participated in drafting instructions and procedures for handling operations 
during the interim while the permanent agreements were being negotiated. The 
Office is now engaged in working with counsel for the warehouseman in the 
preparation of deeds of trust upon real property of the warehouseman to secure 
his prospective indebtedness to Commodity Credit Corporation and in the exami- 
nation of title to such real property. It is anticipated that the complex factual 
and legal issues and the conflicting interests of the many parties involved in this 
matter will require the constant attention of this Office until completion of load 
out of the facilities and full satisfaction of the Corporation’s claims. 

2. Grain shortage and deterioration cases: The numerous cases involving 
shortages and deterioration in warehouse-stored grain and other fungible com- 
modities which have arisen since 1950 continued to occupy a major portion of 
the time of attorneys in the Office who handle Commodity Credit Corporation 
litigation. Thirty-one new cases were referred by the Office to the Department 
of Justice during fiscal year 1956. Twenty-nine pending cases were closed and 
collections totaling $1,300,000 were made during the 1956 fiscal year. At the 
end of fiscal year 1956, there were pending 103 warehouse cases involving upward 
of $9 million, as compared with 101 such cases involving some $10 million a year 
previously. 

3. Fargo Grain Terminal, Fargo, N. Dak.: This matter involves the rights of 
Commodity Credit Corporation against the warehouseman, the surety, and cer- 
tain insurance companies, arising out of the loss and damage of wheat of the 
Corporation resulting from the explosion or collapse of a large concrete elevator. 
Commodity Credit Corporation’s claim, after application of the salvage proceeds, 
is some $635,000. The Office has worked closely with Commodity Credit Cor- 
poration in connection with the salvage operations and the development of evi- 
dence with respect to the cause of destruction of the elevator. There are now 
pending a suit for declaratory judgment instituted by the insurance carriers 
in Federal district court in North Dakota against the warehouseman, Commodity 
Credit Corporation, and the banks which held mortgages on the elevator and a 
suit filed by the warehouseman in Federal district court in Nebraska against 
the insurance companies and the construction firm which erected the elevator. 
This Office has furnished assistance to the United States attorney and to the 
Department of Justice in the handling of such litigation. 

4. Litigation by and against carriers: With the tremendous volume of Com- 
modity Credit Corporation commodities which must be transported, it is inevi- 
table that many lawsuits will arise with respect to loss and damage claims 
against carriers and freight charges. At the end of fiscal year 1956, 65 civil 
suits, involving some $3 million. by and against various railroads, trucking com- 
panies, and steamship lines were pending in court or in the Department of 
Justice. During the fiscal year 35 new carrier cases arose. The principal legal 
issues arising in the carrier cases related to problems with respect to the appli- 
eability to Commodity Credit Corporation of periods of limitation provided in 
commercial bills of lading and in the Interstate Commerce Act, to the right of 
the Corporation to retain collections made after expiration of the 6-year period 
of limitations for suit in the Commodity Credit Corporation Charter Act, and to 
the proper measure of damages to be applied with respect to commodities lost 
or damaged in transit which were being shipped for disposal by donation or by 
sale at reduced prices. 

5. Drought emergency feed programs: During the fiscal year 1956, a large num- 
ber of reports of investigation and administrative files relating to various viola- 
tions, principally by feed dealers, of the 1953 and 1954 drought emergency feed 
programs, were reviewed by this Office, and legal advice was given to administra- 
tive officials with respect to the handling of these and other cases. Sixty-five of 
such cases were referred by the Office to the Department of Justice during the 
1956 fiscal year. Seventy-two such cases, including several referred prior to 
the beginning of the 1956 fiscal year, were pending in the Department of Justice 
at the close of the fiscal year. Types of feed dealer violations have included. 
among others, the delivery of ineligible grain and unapproved feed mixes to pro- 
ducers, the delivery of feed to ineligible persons, and the presentation of dealer 
certificates indicating deliveries of feed which, in fact, were never made. 

6. Producer borrower cases: Operations under the price support program of 
Commodity Credit Corporation result each year in a large number of deficiencies 
on farm storage loans resulting from quantity shortages or quality deterioration. 
These cases are handled by this Office almost entirely in its field offices, which. 
when litigation is required, refer such cases directly to United States Attorneys. 
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During fiscal year 1956, Commodity Credit Corporation referred to this. Office 
725 of such cases, making a total of 1,050 such cases to be handled during the 
fiscal year, including 325 cases pending in the Office at the beginning of the 
fiscal year. Of these the Office referred to United States Attorneys 416 cases 
and closed without referral 352 cases, leaving 282 cases pending in the Office at 
the end of the fiscal year. There were pending in court or in the hands of 
United States Attorneys at the end of fiscal year 1956, 701 cases involving in 
excess of $1 million as compared with 661 such cases involving approximately 
the same amount a year previously. United States Attorneys closed 377 pro- 
ducer borrower cases during the fiscal year. Collections made by this Office 
and by United States Attorneys during the fiscal year amounted to more than 
$340,000. 

One of the problems encountered in many producer shortage cases has been 
the difficulty of establishing whether apparent conversions of mortgaged com- 
modities occurred while the property was mortgaged to Commodity Credit Cor- 
poration, or while mortgaged to private banks acting as lending agencies under 
the programs of the Corporation. Under the Commodity Credit Corporation 
Charter Act willful thefts or conversions were a Federal offense only if they 
occurred while the property was mortgaged or pledged to, or owned by or in the 
possession of, Commodity Credit Corporation. The Commodity Credit Corpora- 
tion Charter Act was amended by the 84th Congress (Public Law 864, approved 
August 1, 1956) to make it a Federal offense to willfully steal or convert prop- 
erty mortgaged or pledged to a lending agency under a program of the Cor- 
poration. The amendment also reduces from a felony to a misdemeanor any such 
offense involving property of a value of $500 or less. 

Foreign Agricultural Service——An activity of this Office which was greatly 
increased during the fiscal year 1956 was the legal assistance given with respect 
to programs under Public Law 480, 88d Congress. During the fiscal year 1956, 
38 major agreements or supplements thereto were entered into with 19 countries 
for the sale for foreign currency of surplus agricultural commodities of a value 
of approximately a billion dollars. These basic agreements gave rise to a large 
number of transactions and agreements between Commodity Credit Corporation 
and private exporters pursuant to which surplus commodities were sold and to 
many agreements which were entered into by Foreign Agricultural Service in 
connection with programs which utilized foreign currencies derived from these 
sales to develop markets abroad for United States agricultural commodities, 
These agreements covered various types of activities to be carried out abroad, 
including surveys, educational and promotional projects, and the establishment 
of agricultural exhibits. The agreements were entered into with United States 
industry associations which, in some instances, contracted with foreign indus- 
try associations for the carrying out of the projects. The varied legal problems 
which arose from these operations were handled by this Office. 

Tariff Commission hearings.—This office also participated in the Department's 
presentations at public hearings conducted by the Tariff Commission in con- 
nection with its investigations under section 22 of the Agricultural Adjustment 
Act of 1933, as amended, with respect to the imposition of restrictions on the 
importation of certain agricultural commodities, assisted in the formulation of 
basic import regulations, reviewed forms to be used, and consulted with officials 
of other departments in connection with such activities. Legal advice was given 
on questions arising out of foreign-trade agreements, customs laws affecting 
agricultural imports, and in the preparation of legislation affecting international 
trade and reports thereon. 

Production and adjustment programs.—Legal services rendered in connection 
with farm-marketing quota and acreage-allotment programs, agricultural-con- 
servation programs, including the naval stores conservation programs, crop- 
insurance programs administered by the Federal Crop Insurance Corporation, 
and the sugar-quota and payment program, included among others, matters 
concerning: 

1. The drafting of proposed amendments to the Agricultural Adjustment Act 
of 1938, as amended. Federal Crop Insurance Act, as amended, the Soil Con- 
servation and Domestic Allotment Act, as amended, and the Sugar Act of 1948 
as amended. 

2. The drafting of regulations in connection with marketing-quota programs 
affecting cotton (both upland and extra-long staple), wheat, peanuts, rice, and 
tobacco (including burley, flue-cured, cigar-filler and binder, fire-cured, dark 
air-cured and Virginia sun-cured and Maryland), the acreage-allotment program 
for corn in connection with price supports and programs carried out under sec- 
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tions 7 to 17, inclusive, of the Soil Conservation and Domestic Allotment Act, 
as amended, and the Sugar Act of 1948, as amended. 

8. Legal assistance was furnished in connection with many administrative 
hearings before review committees appointed by the Secretary of Agriculture for 
review of acreage allotments and marketing quotas, and in connection with judi- 
cial review of review committee determinations. These activities included the 
preparation for and presentation of evidence before the review committees, and 
the preparation of necessary pleadings and records to be filed in court by the re- 
view committees, and the drafting of briefs and legal memoranda for use of United 
States attorneys in defending review committee action. Also, large numbers 
of review committee determinations were examined for legal sufficiency. Assist- 
ance was also furnished in respect to a number of public hearings in the admin- 
istration of the Sugar Act. In addition to the usual number of cases involving 
the refund of payments illegally obtained under the agricultural conservation 
programs and the collection of tobacco and peanut marketing quota penalties 
the full impact of suits for collection of 1954 and 1955 wheat and cotton mar- 
keting quota penalties was felt during the fiscal year 1956. Hundreds of these 
cases were referred for court action under the arrangement completed with the 
Department of Justice for the direct referral of such cases from our field offices 
to United States attorneys. Assistance in this respect included the preparation 
of all necessary pleadings and other court papers, and in the drafting of briefs 
and legal memoranda. 

4. The drafting of regulations and contracts in connection with crop-insurance 
programs, the collection of delinquent crop-insurance premiums and the prepa- 
ration of defense of numerous suits against the Federal Crop Insurance Cor- 
poration for indemnities. 

Soil-bank program.—The new soil-bank program required considerable legal 
services during the fiscal year 1956. Legal assistance was required in the prepara- 
tion of complex and major legislation authorizing the program and in the 
preparation and analysis of numerous substitute bills and amendments. Many 
important interpretations of the legislation as finally enacted had to be made 
in the formulation and development of the program for 1956. The new program 
also required the rendering of opinions and advice with respect to many other 
important and novel legal problems. Legal assistance was also necessary in 
the preparation of new basic regulations, contracts, instructions, forms, and 
procedures to implement the program. 

Marketing and regulatory laws.—The legal work performed during the fiscal 
year 1956 in connection with the programs in this field administered by the 
Department reached a new high due largely to the increase in the number of 
hearings incident to the expansion of the marketing agreement and order pro- 
grams and reparation and disciplinary proceedings under the Perishable Agri- 
cultural Commodities Act of 1930, as indicated by the following examples: 

1. During the fiscal year 1956 formal hearings were held in connection with 5 
new milk orders and 94 amendments to existing orders and 12 hearings were 
held in the fruit and vegetable field, representing a substantial increase in 
hearing work under this program. Eight new milk orders and 2 new fruit and 
vegetable orders were made effective resulting in 100 programs (66 milk and 34 
in the fruit, vegetable, ete., field) at the close of the fiscal year, a new high in 
the number of programs being serviced. The number of active programs has 
increased each fiscal year since 1949 when there were 54 active programs, the 
total increase amounting to 103 percent in milk orders and 54 percent in fruit, 
vegetable, and related orders. Eighty-four amendments to existing orders were 
promulgated and certain provisions of 19 orders were suspended or terminated. 
At the close of the fiscal year proceedings in connection with nine new programs 
were pending in various stages of completion. 

On June 30, 1956, 62 court and 19 administrative proceedings were pending, 
involving important issues requiring comprehensive, factual, and legal analysis 
and presentation before judicial and administrative tribunals. The number of 
such proceedings will continue at a high level due to the increasing number of 
outstanding programs. 

2. Under the Perishable Agricultural Commodities Act, 292 cases were insti- 
tuted during the fiscal year 1956 as compared with 244 cases in 1955. During the 
year 288 cases were disposed of, as compared with 235 cases in fiscal year 1955. 
There were 155 cases pending at the end of the fiscal year. 

The number of disciplinary cases filed in the fiscal year 1956 was almost 
double the number filed in the fiscal year 1955. These cases require a consid- 
erable amount of work in connection with the preparation of pleadings, presenta- 
tion of evidence, and briefing and argument after hearing. 
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Public Law 842, 84th Congress, 2d session, will greatly increase the legal 
work required in connection with the Perishable Agricultural Commodities Act, 
That. law has (1) broadened the basis upon which licenses may. be granted or 
refused, (2) expanded the authority with respect to misbranding, (8) enlarged 
the authority to inspect books, records and commodities to determine violations, 
and (4) authorized an increase in the license fee to finance a more vigorous 
enforcement program. The expanded authority will result in many additional 
license application and disciplinary proceedings which must be handled in con- 
formance with the formal adjudication requirements of the Administrative 
Procedure Act. 

3. The increased workload in connection with the animal quarantine laws 
continued during fiscal year 1956, and it is expected that there will be a sub- 
stantial further increase during the current fiscal year and fiscal year 1958. 
Forty-five criminal cases were forwarded to the Department of Justice during 
the year and approximately 75 additional cases were submitted to this Office 
for consideration but were not forwarded to the Department of Justice during 
the fiscal year, either because of the necessity for further investigative action 
or the limited personnel available to prepare the cases. A new regulatory 
program relating to brucellosis was developed to become effective on January 1, 
1957, and existing control, eradication, and enforcement programs were further 
strengthened and expanded which will result in additional enforcement actions. 
A considerable amount of work was also performed during fiscal year 1956 in 
connection with legislative proposals relating to the animal quarantine 
activities. 

4. The volume of work with reference to the Commodity Exchange Act and 
transportation cases was approximately the same as in fiscal year 1953. It is 
anticipated that the work under the Commodity Exchange Act will increase as 
the result of amendments adding wool and onions to the commodities regulated 
and changing the standards and definitions with respect to hedging under the 
act. 

5. The number of cases arising under the Packers and Stockyards Act, 1921, 
during fiscal year 1956 was approximately the same as in fiscal year 1955. It 
is anticipated that there will be a substantial increase in such work during 
fiscal year 1958 as a result of a 3-year posting program which has been initiated. 
At the end of the fiscal year 1956 there were approximately 340 posted stock- 
yards and over 300 additional stockyards were eligible for posting. Approxi- 
mately 100 additional stockyards will be posted during fiscal year 1957 and it is 
anticipated that another 100 will be posted during fiscal year 1958, resulting 
in hundreds of additional market agencies and dealers being subject to the act 
with resulting increase in legal work. In addition, the Department is making 
various important investigations of monopolistic practices by persons subject to 
the act and marketwide investigations of trade practices which will result in 
a substantial volume of important and complicated administrative and court 
proceedings and other legal work. The workload for the past 2 years has 
resulted in an increased backlog of cases awaiting attention. 

6. The increase in voluntary and mandatory use of official standards in com- 
merece continued to result in the promulgation of standards for additional new 
commodities and more frequent amendments to existing standards with an 
increase in the legal work required. At the end of the fiscal year 1956 over 400 
of such official standards were effective. During each fiscal year additional new 
officials standards are issued and standards are revised or amended. At the 
close of the fiscal year a number of rulemaking proceedings relating to the issu- 
ance or amendment of such standards were pending. The increase in the im- 
portance of the inspection service in the conduct of business and in price deter- 
mination has resulted in greater importance being attached to administrative 
proceedings in matters of denial of inspection service. 

Agricuitural Research and Staff Legal Services.—Furnishing legal advice and 
assistance in connection with general departmental administration, and the 
activities of the Agricultural Research Service and Farmer Cooperative Service 
and furnishing special assistance to the General Counsel, including recent activi- 
ties as follows: 

1. The act of August 11, 1955, consolidating the laws relating to appropriation 
of Federal funds for the support of Agricultural Experiment Stations in the 
States, required considerable attention. 

2. The bonding program established by the Department under the authority 
of the act of August 9, 1955, required consideration, interpretation, and assist- 
ance at Department and interdepartmental levels as to the coverage of the bond, 
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the obligation to be imposed, and internal instructions for the operation 
of the program. 

3. The enactment of the Agricultural Act of 1956 (Public Law 540, 84th Cong.), 
necessitated a review of existing delegations of authority and assingment of 
functions to determine which of the functions authorized by the act were covered 
by existing assignments and which would require additional delegations and 
assignment of functions. . 

4, The Department of Agriculture Organic Act of 1956 was based on language 
prepared by this Office and the Office of Budget and Finance after a complete 
review of appropriation acts to determine what items were not supported by 
basic authority. 

5. The restoration of a number of employees subsequent to the Roth v. Brownell 
decision presented questions concerning the proper computation and payment 
of compensation for the period of separation and consideration of the proper 
method for withholding tax and other deductions, as well as handling the refund 
of lump sum leave payments in connection with the period of separation. 

6. This Office acts as the Department’s Legal Security Officer and also assists 
the General Counsel in the several functions performed by him under the Depart- 
ment’s security regulations. Developments during the year included the decision 
of the Supreme Court in Cole v. Young necessitated special attention. 

7. Numerous alleged mistake-in-bid cases were reviewed under the -authority 
of Secretary Memorandum No. 1387, placing in the General Counsel the authority 
to determine the action to be taken in such cases. This authority was delegated 
to the Department by the Comptroller General on October 3, 1955. In connec- 
tion with this work there was prepared a compilation and analysis of Comp- 
troller General decisions and court cases involving alleged mistake in bids. 

8. There was prepared a summary of the express functions of the President 
affecting this Department which have not been delegated. 

9. Review of administrative regulations and revision of contract forms, par- 
ticularly the regulations on contracting and procurement occupied considerable 
time. Also considerable attention was given to assisting contract appeals boards. 

10. For Farmer Cooperative Service, this Office prepared a revised text of the 
educational circular, Forming Farmer Cooperatives, and material on the legal 
foundations of cooperatives for its FCS Bulletin 1, Farmer Cooperatives in the 
United States. It participated in five meetings of national or regional scope 
and submitted educational material on the income tax and other legal aspects 
of farmer cooperatives. It continued to prepare a periodic Summary of decisions 
affecting cooperatives for distribution by the Service. 

11. Claims and suits against the United States based on negligence of Depart- 
ment personnel continue to necessitate substantial legal services. The com- 
plexity of such claims is reflected by a suit for some $320,000 brought against 
the United States, the University of Vermont, and an Extension Service agent, 
by the administratrix of a person killed in a motor collision with a 4-H Club 
agent employed under the State-Federal Extension Service. The relationship 
of the State extension service to the Federal Extension Service and the tort 
liability of the United States arising out of such relationship poses a new aspect 
as to liability of the United States for actions of persons connected with pro- 
gram activities through cooperative undertakings. 

13. In the first cast of its kind ever to go beyond a Patent Office decision, the 
priority of a patent held by a Department employee on the production of mush- 
room mycelium was challenged in a case (Szuecs v. Humfold) tried de noyo in 
the United States District Court for the District of Columbia on November 26-29, 
1955. <A decision adverse to the Government is now on appeal. 


Mr. Marsnatu. Mr. Farrington, do you have a general statement 
you wish to make at this time? 


GENERAL STATEMENT 


Mr. Farrineton. Mr. Chairman and members of the committee, I 
appreciate this opportunity to appear before you again and discuss 
the work of the Office of the General Counsel and its financial needs 
for the fiscal year 1958. 
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ORGANIZATION 


There has been only one minor organizational change in our office 
since I reported to you last year. Our office at Rs leigh, N. C., has been 
given full field status. Previously it was a branch of our Farmers’ 
Home Division in W ashington and its work limited primarily to legal 
matters affecting the Farmers’ Home Administration. Increased de- 
mands for legal assistance in connection with the farm-marketing 
quota and crop-insurance programs in North Carolina made this 
change desirable. Our present field organization now consists of 15 
field offices and 4 branch offices. 


VOLUME OF WORK 


The overall workload of the office continues at about the same level 
as last year. But there are several areas where increases have occurred 
or are expected in 1958 to such an extent that it is necessary to request 
additional funds. These areas are the lending activities of Farmers’ 
Home Administration, Commodity Credit Corporation programs, and 
some of the marketing and regulatory activities. 


1958 BUDGET ESTIMATES 


The 1958 budget estimate recommends an appropriation of 
$3,172,000. This is an increase of $387,000 over the funds available 
for obligations in fiscal year 1957. Of this increase, $158,000 repre- 
sents the contributions our office will be required to make to the = ire- 
ment fund under the provisions of Public Law 854, enacted by the 
last Congress. The remaining $229,000 is to provide additional ‘legal 
services for expanded program activities. 


FARMERS’ HOME ADMINISTRATION LENDING ACTIVITIES 


The rise in Farmers’ Home Administration loans since 1956 reflects 
in part the legislation enacted by the last Congress, which expanded 
the authority to refinance farm debts and to make loans to farmers 
whose farms are smaller than family size. This has resulted in a 
marked increase in the number of loans made and the number to be 
serviced and collected. Additional servicing and collecting work is 
expected to result from operating loans to be made in designated 
counties as part of the rural-development program and from the 
additional credit needs of farmers suffering from continued drought 
and other economic reverses. In order to provide adequate legal 
services incident to this work the budget recommends an increase of 
$88,735. 


COMMODITY CREDIT CORPORATION PROGRAMS 


The increased emphasis being placed on the disposal of surplus 
agricultural commodities through foreign markets and other outlets 
is resulting in demands for more legal assistance. Barter tr: unsactions, 
sales for for eign currency, and other special export programs involve 
considerably more legal work than dollar sales. Foreign currency 
transactions authorized under Public Law 480, 83d Congress, involve 
not only transactions with private exporters and lending agencies 
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in the sale of surplus commodities and arrangements for this financing, 
but also in connection with contracts for the use of such foreign 
currency in the foreign market development programs for which this 
Department has responsibility. There is a continuing increase in the 
requests for legal assistance in the handling of claims and contracts 
arising out of the Corporation’s management of its large inventories 
of commodit y stocks. For these purposes we are requesting an increase 
of $24,015. 
PACKERS AND STOCKYARDS ACT 


The Agricultural Marketing Service has undertaken a program 
through which all eligible stockyards will be posted and become sub- 
ject to the jurisdiction of the Department of Agriculture. Last July 1 
approximately 350 stockyards were posted. This represents approxi- 
mately 50 percent of those eligible for posting. The posting program 
contemplates that at least 100 additional yards will be posted each 
year, commencing with fiscal year 1957. Between July 1 and January 
95, 1957, preposting investigations were completed on 106 yards. 
Fifty- two of such yards have been actually posted. Notices of pro- 
posed posting of the remaining 54 yards have been published or are in 
the process of publication. With the additional yards posted, hun- 
dreds of additional market agencies and dealers will be brought under 
the jurisdiction of the Department. This will result in a marked 
increase in the amount of legal work. 

Several investigations of monopolistic practices and marketwide 
investigations of trade practices are now underway. ‘These seem 
likely to result in a substantial volume of administrative and court 
sroceedings and other problems which will require legal attention. 
S order to provide this additional service in fiscal year 1958 the 
budget recommends an increase in the appropriation of $26,420. 


MARKETING ORDERS AND AGREEMENTS 


There has been a marked increase in demands for legal assistance in 
administering the various marketing orders and agreements. On July 
1, 1956, there were in effect 66 orders regulating the marketi ing of milk. 
This is an increase of eight orders during fiscal year 1956. Two addi- 
tional orders, Bluefield, W. Va., and Chattanooga, Tenn, have been 
issued. Hearings have been held in connection with five additional 
proposed programs since July 1, 1956. There are under consideration 
11 proposed new milk programs, 

At the beginning of the 1957 fiscal year there were 34 marketing 
orders in effect regulating fruits, vegetables, tobacco, and virus serums 
and toxins. This is two more programs than were in effect at the 
beginning of the fiscal year 1956. Hearings on 3 more proposed pro- 
grams have been held, and consideration is s being given at the present 
time to 8 additional programs. We expect that at least 40 such pro- 
grams will be in effect by the beginning of the fiscal year 1958. 

The servicing of these programs requires considerable time by at- 
torneys in our office in the preparation and issuance of regulations, 
representing the Department in promulgation and review hearings and 
in civil and criminal court actions. It has been difficult with our pres- 
ent staff to render the minimum legal services in connection with 
these programs. We find it necessary to ask for an increase in our 
appropriation of $47,560 for this purpose. 
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GRADE STANDARDS AND INSPECTION 


We are receiving a great many more requests for assistance in pro- 
ceedings relating to the withdrawal of service because of violations of 
the regulations relating to inspection services. The last Congress in 
enacting Public Law 272 provided penalties for the improper use of 
grade marks and other i improper practices in grading services. There 
are indications of a number of violations which are now being investi- 
gated and which may result in the submission to our office of a sub- 
stantial number of reports for consideration and possibly submission 
to the Department of Justice for prosecution. In order that we may 
give proper attention to these matters, the budget recommends an 
increase of $10,560. 


PERISHABLE AGRICULTURAL COMMODITIES ACT 


The recent amendments to the Perishable Agricultural Commodi- 
ties Act [Public Law 842, 84th Cong.| provide among other things 
that it is no longer nec essary to prove fraudulent practic es in the mis- 
branding of any perishable agricultural commodity. ‘The act, as now 
amended, also makes misrepresenting a region of origin a violation 
of the act. and permits denial of a license under certain circumstances. 
It permits the suspension or revocation of the license of any licensee 
who continues to employ in a responsible position any person whose 
license, or previous firm’s license, has been revoked or suspended. 
It extends authority to permit inspection of records to determine the 
ownership, control, packers or State, county or region of origin in 
connection with commodity inspection or to ascertain whether the rec- 
ordkeeping provisions of the act are being met. These changes will 
result in a marked increase in the number of disciplinary proceedings. 
In order that we may review the investigation reports, prepare plead- 
ings and represent the Department in administrative hearings and 
refer cases to the Department of Justice without undue delay, our 
staff must be increased. The budget recommends an increase of 
$31,710 for this purpose. 

I shall be pleased to attempt to answer any questions that members 
of the committee may have. 


ADDITIONAL POSITIONS AND WORKLOAD FACTORS 


Mr. MarsHati. Mr. Counsel, you are asking for an increase of 
$88,735 for the Farmers’ Home Administration activities. How many 
new personnel would be added for that work ? 

Mr. Bawcomse. It would be a total of 18 positions, Mr. Marshall. 
Nine attorneys and nine stenographers. 

Mr. MarsHatzt. Where would they be located ? 

Mr. Bawcomsr. They would be located in the field offices. 

Mr. Marsuauyi. We would like to have you submit for the record 
the workload figures for the Farmers’ Home Administration work. 

Mr. Farrtneron. Do you mean for our office, Mr. Chairman? 

Mr. Marswaun. For the item where the increase is requested. 

Mr. Farrrneron. We have it here. 

Mr. MarsHatu. Is it in shape that we can submit it for the record? 

Mr. Farrineton. I think so. 
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Mr. MarsHaty. Without objection, we will place that in the record 
at this point. 
(The material referred to is as follows :) 


Loans made by Farmers’ Home Administration 


[Number] 


Fiscal years 


1956 actual | 1957 estimate | 1958 estimate 


Farm ownership: 
Direct 2 , 480 6,540 
Insured 3, If 2, 655 2, 655 
Total __- , 498 | , 135 9, 195 
Farm housing 52% , 630 7, 750 
Farm operating 2, 45 ; 84, 360 
Soil and water conservation 


TO aos Ge wwncithi ‘ee sche 36 940 
Insured_..__.. ~ . ,o , 350 1, 350 


Total... . - . 2, 3: 2, 2, 290 


Grand total__. een: 79, 796 98, 415 103, 595 


Mr. Marsnauy. In connection with the CCC program, you are 
requesting an additional $24,015. Do you have the workload for that? 

Mr. Bawcompe. We do not have the workload figures on that readily 
available. 

Mr. MarsHaty. How many new personnel are requested ¢ 

Mr. Bawcomse. Two attorneys and two stenographers for the 
Washington office. 

Mr. Marsuary. Could you submit a comparable set of figures for 
CCC? 

Mr. Suutman. I doubt that you could tabulate it in terms of items 
as in Farmers’ Home Administration work. The basis for the increase 
was explained in Mr. Farrington’s statement. 

Mr. Marsua.tt. What would these personnel be doing, specifically ? 

Mr. Suutman. They would be assisting with the handling of claims, 
preparation of contracts and regulations, the writing of ots liti- 
gation and other general legal work for Commodity Credit Corpora- 
tion. 

Mr. Marsuarty. Where would they be located—in Washington? 

Mr. Sxrutman. Yes, in Washington. 

Mr. Marsnaty. Under the item of “Marketing and regulatory ac- 
tivities” you are there requesting an increase of $116,250. How many 
employees would this item carry ¢ 

Mr. Bawcomne. Ten attorneys and ten stenographers for the Wash- 
ington office. 

Mr. Marsuatyi. Do you have information concerning your work- 
load on this item ¢ 

Mr. Bawcompr. We can put in tabular form, Mr. Chairman, the 
anticipated workload Mr. Farrington cited in his earlier comments, 
if you like, and submit that. 

Mr. Marsnatt. If you will do that we will put that in the record at 
this point. 

(The item referred to is as follows:) 








1446 


Marketing and regulatory workload factors 








1956 | 1957 | 11958 
1. Marketing orders and agreements in effect beginning of 
fiscal year: 
(a) Milk._._- Sie ; J 58 66 73 
(6) Fruits, vegetables, tobacco, and virus serums and 
Wino : ; 32 | 34 40 
2. Posted stockyards beginning of fiscal year 335 352 452 
3. Complaints under Perishable Agricultural Commodities 
Act received or reopened during the fiscal year.___--_- 2,140 1 2, 350 2, 500 











i Estimated. 
PACKERS AND STOCKYARDS ACT 


Mr. Marsnatx. In connection with your work what is your fune- 
tion in connection with activities under the Packers and Stockyards 
Act? 

Mr. Farrincron. We perform legal services for the Livestock 
Division in connection with violations which occur at posted yards— 
violations of trade practices—for operations there. 

Then, as brought out in our statement, there is a program on now 
to increase the number of eligible yards to be posted and, therefore, 
brought under the regulations of the Packers and Stockyards Act, 
Mr. Chairman. This is the first time where we have requested in- 
creased funds because of this additional posting. 

Mr. MarsHati. How many violations have you had of the Pack- 
ers and Stockyards Act last year? 

Mr. Farrrneton. Mr. Bucy, I believe, could give a statement on 
that. 

Mr. Bucy. It is difficult to give figures on the number of violations, 
but I know in the cases in the last 2 years I would think the cases 
averaged somewhere between 50 and 75 formal proceedings. Then 
we have rate control under that act that involves the regulation of 
rates charged by the stockyards and by the market agencies who 
render services on those yards and presently we have pending a pro- 
ceeding in the field of antimonopoly, that can stretch over a year’s 
time or more because of the complicated nature of the proceeding. 

Mr. MarsHa.ti. How many violations have you investigated that 
have required court action ? 

Mr. Bucy. I can get you the figures on that. I don’t have the figures 
on the court proceedings and they are, of course, referred to the De- 
partment of Justice because they are criminal proceedings. We 
examine the investigation reports and report them to Justice if 
there is sufficient evidence to sustain a criminal prosecution. Our 
greatest workload is in the field where we are taking disciplinary 
action to suspend or revoke a man’s license to engage in the business 
in order to get him out, of there so he can’t further damage the pro- 
ducers. 

Then we go to Justice where it is a matter of getting a fine against 
him. 

Mr. Marsa. I wonder if you could put in the record the number 
of cases you have referred to the Justice Department for action and 
those that have been pending in the Justice Department for more 
than 1 year? 

The cases I am interested in are those that you have referred this 
past year, and those awaiting action. 
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Mr. Bucy. We can get those figures for you. 
(The information referred to is as follows :) 


Packers and stockyards cases instituted during calendar year 1956: Criminal, 
5; civil 11. 

Packers and stockyards cases pending on February 1, 1957, which have been 
pending for 1 year or longer: Criminal, 4. 


EFFECT OF PUBLIC LAW 842 ON PERISHABLE AGRICULTURAL COMMODITIES 
ACT 


Mr. Marsuaty. Could you tell us what the effect of Public Law 842 
of the 84th Congress, amending the Perishable Agricultural Com- 
modities Act, has on your work ¢ 

Mr. Farrincron. It has increased the control, or shall I say super- 
vision, which the Federal Government is required to exercise in this 
particular field. It brings in a new item, over which we have to have 
some supervision and have to take action in the event of violations. 

Mr. Bucy. We also get an increased number of proceedings because 
prior to this time in any violation or misrepresentation, we had to 
establish that it was done for a fraudulent purpose. The Congress 
eliminated that need for establishing that misbranding and labeling 
was for a fraudulent purpose, so therefore we get a greater number 
of cases. 

Mr. MarsHauyt. How many instances have you found this past year 
which have necessitated your referring that to the Department of 
Justice ? 

Mr. Bucy. I don’t believe we have had many instances going to 
Justice this past year. I wouldn’t think the number of actual refer- 
rals there would run more than 8 or 10 cases. We have had volume 
on the administrative side. 


ORDERS REGULATING MARKETING OF MILK 


Mr. Marsuatu. We note that you mention that you have 2 additional 
milk orders, and you are contemplating 11 proposed new milk pro- 
grams. I wonder if you would give us a brief explanation as to what 

ou do in connection with these new orders?) The Department has 
een requested, of course, to enter into marketing agreements. 

Mr. Farrtnetron. There is, of course, sir, a hearing where we have 
to afford legal counsel. Then there is the preparation of findings 
based on the evidence after the hearing. I would like again to ask 
Mr. Bucy, who is in charge of that particular phase of our ~ marketing 
and regulatory work, to comment. 

Mr. Bucy. Under that act the requirement is that any order or 
marketing agreement that is issued must be based upon evidence of 
record in a formal rulemaking proceeding, which is subject to the 
Administrative Procedure Act. After that proceeding a recom- 
mended decision has to be issued recommending the type of orders to 
be issued. Exceptions and briefs are filed. We have to examine 
those exceptions and briefs and determine whether they are well 
founded, and aid, then, in the preparation of the final orders issued 
by the Secretary. 

After the order is issued, any handler whi is adversely affected by 
any provision under that order, or by any action taken under the 
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order, by the Administrator may file what is called a 15 (a) proceeding 
in which he has the right to administrative hearing to determine 
whether or not there is basis in law for the provision in the ofder, 
or for the action taken under the provision. . 

That is an adversary proceeding, and we represent the Department 
there in sustaining support of the provision as being properly founded 
in law, and the action taken thereunder. 

In addition to that, of course, we have to render the usual house- 
lawyer services of opinions and advice with respect to the operation 
and management of the orders in connection with the fixing of the 
blend price of the milk and the classifying of the milk under the 
order. Any violations we then investigate, appraise the investigation, 
and refer it to the Department of Justice for action. 

_ In these cases, it being a highly complicated field of regulation, we 
in most instances, are requested by the Department of Justice to carry 
the laboring oar when we get into court. 


ROLE OF HEARING EXAMINERS 


Mr. Marsuauy. What is the difference between your work and the 
Office of Hearing Examiners? 

Mr. Bucy. The Office of Hearing Examiners merely furnishes the 
presiding officer in the proceeding. We furnish the advocate in the 
hearing. We prepare the case for trial, try the case before the ex- 
aminer in the adversary proceedings, and argue the case before the 
judicial officer after the examiner files his report in the adversary 
proceedings. 

In the rulemaking proceedings we appear and represent the Depart- 
ment and advise with respect to the making of the record in the rule- 
making proceeding, and then in the light of the fact that the examiner 
does not participate in preparing the recommended decision we aid the 
administrative officials in the drafting of the recommended decision 
and also in the drafting of the final order to be issued by the Secretary. 
The hearing officer’s office merely provides the presiding officer in 
the formal administrative proceeding. 


EFFECT OF MARKETING ORDERS ON PRODUCERS OUTSIDE MILDSHEDS 


Mr. Marsnati. Since the General Counsel interprets the laws and 
administrative regulations that are imposed for the Department of 
Agriculture, which has the responsibility not only to the farmers 
residing in these milk marketing agreement milksheds, but to the 
farmers in the rest of the country, what protection do dairy farmers 
outside of the milksheds have in protecting their markets from these 
monopolistic agreement orders ? 

Mr. Bucy. The Congress provided that in these orders we cannot, 
by an order, prohibit milk from another area from coming into a 
regulated area under a marketing order issued by the Department. 

As you know, these are also subject to a referendum approval by the 
producers in the area that is controlled by the marketing orders. _ 

Mr. Marsuauw. You are absolutely right, Mr. Bucy, but here is a 
farmer in Wisconsin or Minnesota producing the best quality of milk, 
who doesn’t reside in that area, and has no vote, as far as he is 
concerned, 
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Mr. Bucy. That is right. The handlers of milk are not regulated 
unless he sends his milk into that area. If he does not send it in there, 
it is because of health requirements of local officials and not because 
of the Federal orders keeping him out of there. 


INTEREST RATES ON REA LOANS 


Mr. Narcuer. Mr. Farrington, the President in his budget message 
stated that various agencies are being asked to review w ith the Con- 
gress the interest rates charged by the Government in connection with 
different kinds of loans, several of which have a fixed statutory maxi- 
mum established when interest costs were much lower than today. 

Further over in the budget, in speaking of REA, in the budget 
analysis we find the following: 

Interest rates are set by statute at 2 percent, substantially below the present 
cost of long-term money to the Treasury, of about 3°¢ percent. Administrative 
expenses are financed by a separate appropriation, 
and so on. 

Yesterday, Mr. Farrington, Mr. Hamil, the new Administrator, of 
the REA, appeared before our subcommittee. At that time we dis- 
cussed in detail with the new Administrator and the members of his 
staff the REA question. 

Mr. Farrington, I do not attempt to speak for the members of this 
committee, but personally I hope that no move is under way at the 
present time in the Department of Agriculture concerning increasing 
interest rates for our REA loans. On Thursd: iy of last week a bill was 
introduced in the House that provides for amending the original REA 
act in two respects: First, that interest rates are to be based upon the 
current interest rate the Government pays on its borrowed money. 
The second feature of the bill provides for an overall loan fee which, 
as you know, is not a part of the present law. 

I know that every member of this subeommittee over the years, Mr. 
Farrington, has demonstrated his friendship for the American farmer, 
and agriculture generally, and I hope that no move has been made 
along ‘this line. I know that you have in your Department men who 
are assigned to the different agencies. 

Do you know, Mr. Farrington, whether or not any move has been 
made, or will be made by the Administration, to increase the REA 
interest rate, or if any study is to be required along this line? 

Mr. Farrineron. Of course, I can’t speak for the future, but we 
have been asked to do nothing on this up to the present time. 

If any request has been made, it has been to some of the attorneys 
in our office. There has been nothing stated to me. 

Mr. Narcuer. Mr. Hamil stated yesterday that as far as le knew 
ho move was being made at the present time cone erning this interest 
rate. 

I would hate to think, Mr. Farrington, that as a member of this 
subcommittee that I would approve one penny of authorized money, 
or a direct appropriation, to be used for this particular purpose. 
I think you will agree, Mr. Farrington, that REA is one of the great 
achievements of our present-day Government, and the sure way to 
destroy REA is to increase the interest rates, and to make the loans 
harder to secure. I do hope that neither you nor any of your staff 
members will be called upon to waste his time. 
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Thank you, Mr. Chairman. 

Mr. ANpverseN. Yesterday four members of this subcommittee 
showed by their expressions that they are in full agreement with what 
you have just had to say. 

Mr. Natcuer. That is correct. 

That is all, Mr. Chairman. 


SALARIES OF ATTORNEYS 


Mr. Anpersen. Mr. Chairman, I have three questions, if I may, 

Mr. Farrington, what is the salary of the attorneys proposed for 
additions out in the field in connection with Farmers Home Adminis- 
tration work ? 

Mr. Bawcomse. Those are at the grade 9 level and the salary would 
be $5,440 a year. 

Mr. AnperRsEN. What sort of personnel can you get for that kind 
of money? Newly graduated personnel, I presume? 

Mr. Farritneton. We have had considerable difficulty, Mr. Ander- 
sen, certainly in Washington, in hiring attorneys at the levels of 
Government grades in the past year or two. This is one of the rea- 
sons for the number of lapses in our budgets. In the field, however, 
we would hope to get an attorney with at least several years’ practice 
in those grades. Certainly, they wouldn’t be too highly successful in 
private practice or they would not want to leave. We feel we can find 
a few young people who would like to work for the Government at 
that salary. 

Mr. AnpversEN. I would presume they would be practically newly 
raduated attorneys, or someone with only 1 or 2 years of experience 
ack of them who could afford to take that kind of salary; would 

it not? 

Mr. Farrtneton. Probably 2 years. We can give a grade 9 for an 
attorney with 2 years’ practice. 

Mr. AnpersEN. Have you taken it up with the Civil Service Com- 
mission to see if you could get grade 11 for such work ? 

Mr. Farrtneton. There are probably some grade 11 vacancies out 
there we could fill with that, but we have them in our budget as grade 9 
salary. We may have to go to some higher in our salaries. 

Mr. Anpersen. How about the attorneys to be added here in Wash- 
ington—10 attorneys and 10 stenographers. 

fr. Bawcomse. The attorneys would average out at about grade 11. 
There are some grade 12’s. 

Mr. Anpersen. Why would you ask for a higher grade here than 
out in St. Paul, Minn. ? 

Mr. Bawcompe. The reason for that, Mr. Andersen, is the different 
types of work to which these attorneys would be assigned. In the field 
the work would relate to approving and servicing FHA loans, whereas 
in Washington the regulatory and commodity-credit work is prima- 
rily in connection with administrative proceedings and litigation, and 
matters of a related nature. 


RENEFITS OF POSTED STOCKYARD 


Mr. Anpersen. What protection do posted yards give to livestock 
producers which are not available in yards which are not posted ? 


| 
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Speaking from the position of the livestock producer, himself, what 
does he get out of it ? 

Mr. Farrinoton. He is assured of his money from his sale which is 
one of the most important things, and I believe that has to be paid, 
doesn’t it, Mr. Bucy, within 24 hours ? 

Mr. Bucy. That is right, and each man operating on that market 
has to have a bond up to assure that he does pay the producer. 

Mr. Anpversen. What further things, Mr. Bucy ? 

Mr. Bucy. Then he can come in to us for reparation proceedings if 
he feels that he has received a bad deal in the transaction through 
fraud or unfair trade practices. The scales on the yard are super- 
vised. The rates on the yard are passed upon by the Department to 
see that they are reasonable, and the parties are prohibited from 
giving rebates or charging charges other than those that are posted, 
so when he goes to that yard he can see what the rates are he is going 
to be charged, and know that they will have been passed upon as to 
reasonableness. 

Mr. AnversEN. Is it fair to say that the basic purpose beneath this 
act is to protect the livestock producer ? 

Mr. Bucy. I would say that that is the fundamental purpose, to 
protect the livestock producer, and insure that when he ships his live- 
stock to market he is going to receive a fair return and fair treatment 
with respect to that livestock. 

Mr. AnpersEN. Thank you. That is all, Mr. Chairman. 


SOIL-BANK PROGRAM 


Mr. Horan. What is the impact of soil-bank operations on the Office 
of the Solicitor ? 

Mr. Farrtneron. I didn’t hear the question, Mr. Horan. 

Mr. Horan. What is the impact of the soil-bank operation on the 
Office of the Solicitor ? 

Mr. Farrincton. It has increased our workload—I can’t give it in 
terms of men, but it has increased our workload tremendously, Mr. 
Horan. We have, of course, had a great deal of work in drafting 
and interpreting the regulations. The volume of questions coming 
in asking about the regulations has increased, and it has added sub- 
stantially to workload. I don’t know whether Mr. Shulman could 
reduce it to number of men and stenographers, but it has added quite 
a load to our work. 

Mr. Suutman. The soil bank has not only added to our work, but 
it has the prospect of adding a great deal more work than we have 
experienced thus far. There are provisions in the Soil Bank Act 
under which a farmer who knowingly and willingly grazes or harvests 
a crop from the acres that he puts in the program is subject to penal- 
ties that are very comparable to the marketing quota penalty. We 
will have to bring actions to enforce such claims for penalty. 

In addition, when contracts are canceled because of violations, pro- 
ducers are entitled to a hearing, and they are entitled to appeal from 
the decision of the State committees to the courts. 

We anticipate that these penalty and violation cases will substan- 
tially increase our workload. In addition we will have the usual 


87767—57—pt. 3 26 











1452 


increase of work that comes with launching a new program that is 
complicated and affects millions of farmers. 

Mr. Horan. How do you finance that operation ? 

Mr. Suutman. It.is presently being financed from an allocation of 
Commodity Credit Corporation funds made under authority of the 
Soil Bank Act. 

Mr. Horan. Are those items listed here in the justification? 

Mr. Wueeter. Yes, when you come to the justification for the soil 
bank it will show the allocations to the various agencies which are 
participating in the administration of that program. 

As Mr. Shulman mentioned, an allocation has been made for 1957, 
and one is estimated for 1958, also, from soil-bank funds to cover the 
additional workload in the Office of General Counsel. 

Mr. Anpersen. How much, Mr. Wheeler ? 

Mr. Wueerer. $175,000 this year. $175,000 is estimated also 
1958. 

Mr. Horan. That is all, Mr. Chairman. 


DESIGNATION OF LOCAL ATTORNEYS 


Mr. Wuirren. I am sorry I was tied up in another committee on 
national defense and, therefore, had to absent myself for a time. 

I overheard your statement on the work of the Farmers Home 
Administration. One point I have is that you approve one attorney 
for work with the Farmers Home Administration where you are 
granting a local loan. There is no lawyer in my area who would 
make any sizable amount of money out of it. 

There is no politics in favoring such attorney, but it is working 
toward an unsatisfactory situation for the lawyer. Here the lawyer 
has a regular client and has been handling a business for somebody, 
and the “lawyer may be the outstanding lawyer of the community. 
Here the Department of Agriculture says he has to get some other 
lawyer to certify to the title, or wh: atever it is involved in this issue. 
It creates a lot of trouble in local areas. 

I am wondering if that Wensiination is something the Solicitor’s 
Office has anything to do with, or whether it is the Farmérs Home 
Administration ? 

Mr. Farrine ‘TON. It is a matter of policy, Mr. Chairman, determined 
upon by the Farmers Home Administration. They felt they could 
get faster services in some instances by having local attorneys handle 
the c losings on real estate loans. 

Mr. Wuirren. I think that is probably true, but they select a par- 
ticular local attorney and exclude the other local attorneys in the 
community. It makes for a bad situation. They don’t have enough 
volume to mean a great deal to the lawyer who gets the work. But 
it upsets the other lawyers in town whom he may have been working 
with all the time. He has perhaps carried the highest rating by 
Martindale, and has to go over and get some fellow just starting out, 
perhaps, to give a certificate. 

Mr. Farrincton. We are assisting in that only to the extent of 
approving the qualification of the attorney. They confer 
on the qualification of the particular man. , 

We check with the United States attorney and other prominent 
lawyers—that is our local p and give the information back 


with us 
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to the administrative people. We have nothing more to do with it 
than that. 

Mr. Wuirren. I am going to make a note of that so that we can 
say something about it in our report. 

Mr. ANDERSEN. What particular things are handed over to this 
attorney ¢ 

Mr. Farrineron. It is usually the examination of evidence of title, 
preparation of the instruments in the closing of a real-estate loan, 
and supervision of loan closing. Of course, we have prepared the 
basic instructions in our office which the lawyers will follow. The 
are mimeographed and distributed to these people. Generally, it is the 
usual loan instruments that the attorney would get, like it was an 
insurance company loan. Perhaps he will deliver a check when the 
loan is completed. 

Mr. ANDERSEN. It is something which any average attorney in my 
area, for example, could handle. 

Mr. Farrineton. That is right. 

Mr. ANpersen. I am inclined to agree with Mr. Whitten in his 
doubts concerning tlie advisability of just putting your finger on the 
one attorney. It does sort of go against the other men. 

Mr. Wuirren. It does. I have numerous letters from lawyers 
claiming it doesn’t help them to say “You have got to go over and 
get so and so because he is a federally approved attorney.” It creates 
local dissatisfaction. 

Mr. ANpeERSEN. I see the reasoning of REA, for example, in each 
county, or each association, having its specific attorney. 

Mr. Farrinctron. The assoc iations do have, as you know, and they 
are on their payroll. We work with them from Washington. 

Mr. ANDERSEN. That is more or less specialized work. But here 
you just have the ordinary handling and closing of loans or the 
papers in connection therewith. 

Mr. Farrincron. The Farmers’ Home designated attorney works 
only in the area of real-estate loans. All the other usual activities 
of the Farmers’ Home Administration, such as collections, suits for 
conversion, and that sort of thing, are handled by the General Coun- 
sel’s Office as heretofore, but they are using local attorneys for some 
of the real-estate loans. 

Mr. ANppRsEN. You say it is a matter of policy laid down by the 
Farmers’ Home Administration ? 

Mr. Farrincton. It was their idea. We only check the professional 
qualifications of the personnel they have told us they have in mind. 
We do not pick the lawyers. 

Mr. Anpersen. I wish, Mr. Chairman, you would proceed later with 
something to correct this, or at least look into it. 

Mr. Wuirren. We will make a note of it and see what we can do 
in our report. 

Mr. Marsuatyi. Mr. Chairman, I am under the impression that in 
2 number of these communities they have lawyers who are excellent 
lawyers but are poor abstract people, and for that reason I think 
Farmers’ Home, or any other agency, has to have some privilege of 
making some selection. 

Mr. Wuirren. [am not trying to say they shouldn't have some selec- 
tion. However, almost without exception they are dealing in title 
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insurance. The letters I refer to are from people who have this work, 
and it is almost stereotyped. 

However, one lawyer has to send it over to the man across the street. 
I have gotten lots of complaints about it in the last several years. 


REVIEW OF OPERATIONS 


Mr. AnverseN. Mr. Farrington, I notice you are asking for sizable 
increases here today, and to my mind they may be justified. That is, 
largely so. I wouldn’t want to commit myself too far. 

However, there enters my mind the possibility that perhaps you 
have certain lines of work in which you could decrease your personnel 
without any harm, Do you conduct a continuing study of where you 
can save in your organization ¢ 

Mr. Farrrnaton. Yes; we do, Mr. Andersen. We also watch all 
of our divisions to see whether we can shift one lawyer from one divi- 
sion to another. We are going to have some lapses this year which 
we wish we didn’t have, because we would rather have the lawyers than 
the lapses, and we really need them. We now have priorities in some 
of our various departments. Mr. Bucy’s work, which involves mar- 
keting orders and agreements, is very much behind, and we have lost 
some attorneys to private industries and other Government depart- 
ments. We try not to hire attorneys at more salary than we should, 
based on their background. We do watch it very closely, Mr. Ander- 
sen. We shift our lawyers around whenever we can, and certainly we 
wouldn’t be asking for more money than we really thought we needed. 
We wouldn’t be asking for it to carry personnel that we actually didn’t 
need. 

Mr. ANpersEN. Knowing you as I do, I know what you have to say 
is correct. How about your top positions; do you have sufficient of 
those to be able to hire the type of men you need to head up your 
various divisions? 

Mr. Farrrneton. I think we do at the present time. 


MILK MARKETING AGREEMENTS—NEW MARKETS 


Mr. Marsuaty, Mr. Chairman, a while ago we were talking about 
the milk-marketing agreements, and the suggestion was made there 
that there were 11 new markets that were coming in this year. I 
wonder if you might furnish to this committee the names of those 11. 

Mr. Farrrneton. Yes. We will get that. 

(The information requested is as follows :) 


ELEVEN PROPOSED MILK ORDERS 


1. Washington, D. C. 7. Central Louisiana 

2. Lubbock, Tex. 8 Des Moines, Iowa 

8. Denver-Colorado Springs 9. Gulfport, Miss. 

4. Red River Valley, Tex. 10. Delta area, Mississippi 
5. Texas-Oklahoma 11. Decatur, Ill. 

6. Upper Michigan-northern Wiscon- 


sin 
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Mr. Wuirren. On these marketing agreements, that does bear 
watching. Anything you set up usually doesn’t require too much 
legal supervision to keep it going. It doesn’t require the same amount 
of work in connection with a new loan as it does for an old loan. 

On the other hand, we always have to fight against hiring a new 
lawyer for a new case. That is always one of the problems we have 
in dealing with a solicitor’s office—to try to see that you carry out 
your work as new things come up without hiring new people. 
Judging by the temper of the Congress the other day, ‘they are going 
to be rather slow on new personnel. This year’s rudget for agri- 
culture has 16,000 more employees than it had 4 years ago. That is 
the atmosphere i in which we take this bill to the floor. 

It leads to some serious questions as to whether or not new people 
aren’t going to be hard to come by, throughout the Government, this 

ear. 

4 Mr. Farrtneton. We have done our best, Mr. Chairman, to give 
you an explanation of the reason why we think we need the money 
and the funds to get these new people if we can find them. We will 
be happy to give you more information at any time if you want it, sir. 
I think our record has been that we have not spent money when we 
didn’t need it. We have turned back money for the last 3 or 4 years. 

Mr. Wuirtren. Our relations have been very good with you. Two 
or three years ago I couldn’t get you to see the light where the law 
was concerned. “But I have had that trouble with other law yers many 
times in my experience. 

We do always appreciate your appearance, Mr. Farrington. 
Thank you. 














1456 
FOREIGN AGRICULTURAL SERVICE 


WITNESSES 


EARL L. BUTZ, ASSISTANT SECRETARY OF AGRICULTURE 

GWYNN GARNETT, ADMINISTRATOR, FOREIGN AGRICULTURAL 
SERVICE 

CLAYTON E. WHIPPLE, DEPUTY ADMINISTRATOR, FOREIGN AGRI- 
CULTURAL SERVICE 

W. A. MINOR, ASSISTANT ADMINISTRATOR, MANAGEMENT, FOR- 
EIGN AGRICULTURAL SERVICE 

GUSTAVE BURMEISTER, ASSISTANT ADMINISTRATOR, AGRICUL- 
TURAL TRADE POLICY AND ANALYSIS, FOREIGN AGRICULTURAL 
SERVICE 

GORDON 0O. FRASER, ASSISTANT ADMINISTRATOR, MARKET DE- 
VELOPMENT AND PROGRAMS, FOREIGN AGRICULTURAL SERVICE 

ROBERT C. TETRO, ASSISTANT ADMINISTRATOR, AGRICULTURAL 
ATTACHES, FOREIGN AGRICULTURAL SERVICE 

THOMAS E. MORROW, PIRECTOR, BUDGET AND FINANCE DIVISION, 
FOREIGN AGRICULTURAL SERVICE 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OFFI- 
CER, DEPARTMENT OF AGRICULTURE 


SALARIES AND EXPENSES 


Program and financing 


|} 1956 actual | 1957 estimate | 1958 estimate 


Program by activities: 


1. Analysis of foreign agriculture and trade $922, 437 | $1, 100, OOF $1, 153, 900 
2. Agricultural attachés 2, 473, 976 2, 650, 000 3, 229, 600 
Total obligations ‘ 3, 396, 413 | 3, 750, 000 | 4, 383, 500 
Financing: 
Comparative transfers to other accounts | 1, 937 
Unobligated balance no longer available 46, 650 | 


Appropriation j 3, 445, 000 3, 750, 000 4, 383, 50 





| 
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Obligations by objects 


| | 









































1956 actual | 1957 estimate | 1958 estimate 
wits 4 ess -+— in 
Total number of permanent positions__....................-.- 391 465 | 491 
AL Full-time equivalent of all other positions -_. ee 7 4} 4 
Average number of all employees- ---_---_- 7 : 320 432 455 
Number of employees at end of year__......._..___.__------- 382 454 479 
iI- Average salaries and grades: es en ee we | . se 
General schedule grades: 
Average salary..............-.-- ata vical $6, 947 $6, 871 $6, 898 
R- Average grade--.-_-. Sa . ctl an GS-9.3 GS-9.3 GS-9.4 
Ungraded positions: Average salary... pdgrenn $2, 039 $2, 217 $2, 202 
7. 01 Personal services: “3 
Permanent ee ins isa iiakdieatiie $1, 879, 666 $2, 421, 000 | $2, 517, 800 
LL Positions other than permanent--- an cee 22, 315 17,000 | 17,000 
Regular pay above 52-week base - - jusac. Leet i | 6, 700 
Payment above basic rates__- dodanvteiniat } 187, 905 257,000 | 291, 000 
E- Other payments for personal services...._.-_..------ 6, 208 ee 
; Total personal services... __....--.-- : coe 2, 100, 468 | 2, 695, 000 | 2, 832, 500 
02 Travel. néonawiewda eedask: 310, 530 | 240, 000 | 474, 100 
LL 03 Transportation of things ; ames 193, 566 70,000 | 114, 950 
04 Communication services... ._-- : 24, 172 26,000 | 26, 000 
05 Rents and utility services....._...-- ‘ bes 22, 996 | 39, 000 | 52, 000 
N 06 Printing and reproduction_ -__-__- , ; 84, 458 | 81, 000 81, 000 
. 07 Other contractual services. _ _- - 36, 554 | 41, 000 51, 300 
Services performed by other agencies--_- want 532, 547 496, 000 | 535, 600 
, 08 Supplies and materials_._._...--- . 21,076 | 26, 000 | 26, 600 
I- 09 Equipment.._..-.-- 69, 235 | 35, 000 40, 000 
11 Grants, subsidies, and contributions: Contribution to | 
retirement fund bcs Kdeeedy ee 148, 350 
3 Refunds, awards, and indemnities - - Pee BO Bascucs fanowense sna yee 
5 Taxes and assessments-.-.--.....-...---- . sale natiad 776 | 1, 000 | 1, 100 
Total obligations_...........----- : ates 3, 396, 413 3, 750, 000 | 4, 383, 500 
1 ! | 
7 Budget authorizations, expenditures and balances 
ite 
1956 actual | 1957 estimate 1958 estimate 
GOO 
600 BUDGET AUTHORIZATIONS AVAILABLE | 
500 eI aaa ns a oh oa ns ee $3, 750, 000 $4, 383, 500 
Obligated balance brought forward _-----__- oe 5 765, 865 566, 398 581, 889 
Restored from certified claims account ._._...........-.....---|------------ NE hciteisssntdinmad 
. Total budget authorizations available_._.....___._...-.- 4, 210, 865 4, 316, 689 4, 965, 389 
MM) i renee ena iene. 
EXPENDITURES AND BALANCES 
Expenditures— | 
Out of current authorizations. .................---- Se 2, 833, 047 3, 212, 100 | 3, 752, 000 
Out of prior authorizations....-.........- Ss alas Sa 723, 616 522, 700 | 547, 000 
Total expenditures___............-.-.-- cies aee ae . 3, 556, 663 3, 734, 800 4, 299, 000 
Balance no longer available: 
Unobligated (expiring for obligation) _..............-..---- Obit Sie Soca mce~resnens 
act nn ete teil anil nasal dian as sae eed enamel Us ET fs aecoceast shies meee teenie me 
Obligated balance carried forward..............-.-.---------- 566, 398 581, 889 666, 389 
Total expenditures and balances____.._.......-...---- ‘ 4, 210, 865 4, 316, 689 4, 965, 389 
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INFORMATION SCHEDULES RELATING TO FOREIGN CURRENCY, AGRICULTURAL 


TRADE DEVELOPMENT AND AssisTANce Act or 1954, AcricuLTURE, ForEIGN 
AGRICULTURAL SERVICE 


Program and financing 


[All amounts stated in United States dollar “ae alent] 





1957 estimate | 1958 estimate 


! 1956 actual 





Program by activities: 





Market development projects (total obligations) -........- $1, 425,896 | $14, 514, 600 $11, 352, 865 
Financing: 
Unobligated balance brought forward _.............-.----|--- ee —9, 906, 421 —1, 100, 196 
Adjustment due to changes in exchange rates to permit | | 
conversion to dollar equivalent -_............-..------- | DOMED hi. dp isin gations logs baawee 
Unobligated balance carried forward._...........----.--.--- | 9, 906, 421 1, 100, 196 | A 
Authorization to expend foreign currency receipts pur- | 


ae Ue eee 11, 388, 956 5, 708, 375 10, 252, 669 


er by objects 











E 1956 actual | 1957 estimate | 1958 estimate 
ee (iictiin tie tihanesetveaphertate bi 

Average number of all employees_ -....-..-.-.---.---------.-- | 1 18 25 
Number of employees at end of year. ...........-.---------.-- 3 26 26 
01 Personal services: Positions other than permanent---.---.- $1, 987 ay ~ $40, 000 veil $55, 000 
ic bcc Annee ec SeCSishdnbarnsdsectebecadse ‘ 39, 683 190, 000 150, 000 
03 «iT ransportation i nicinnvagbbkbasebbGheenees& 21, 016 50, 000 40, 000 
ee eee ey err 1, 209 6, 000 5, 000 
05 Rents and utility services.......................... eon 54, 502 95, 000 75, 000 
06 Printing and reproduction..-................-....-.- Simebies 2, 050 7, 000 6, 000 
Cy Seer CU, SET TIIE. «. «. - ncndidconhonsnsevnccsonnnccen 1, 271, 417 14, 051, 600 10, 966, 865 
ae Sc ikdinadicndismdiceddddnemaiansadsemn 34, 032 75, 000 55, 000 
On CIEE oncdadccckvseccnccasetcedebbcsutabesas 1, 425, 896 14, 514, 600 11, 352, 865 


Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estim-te 





BUDGET AUTHORIZATIONS AVAILABLE | 


Authorization to expend foreign currency receipts (7 U. 8. C. 
1704) $11, 388,956 | $5, 708, 375 $10, 252, 669 
Adjustment ¢ iue to changes in exchange rates to permite onver- | 
sion to dollar equivalent _ , ‘ ; —56, 639 | 
Balance brought forward: | 





ON a OE os acesadsawssaceianeoumens tilly URE ae 1, 100, 196 

Nn san Sash cccwndedolanke Kscngdbaasebcusdsessacasl sinntice 874, 855 4, 770, 455 
ccpdipeenn i eereniieniah 

Total budget authorizations available...._...........--- 11, 332, 317 _ 16, 489, 651 16, 12 123, 320 





EXPENDITURES AND BALANCES 


Total expenditures (payable directly from foreign currency 


ne enone nt ee and we Sea ie es ee J 551, 041 10, 619, 000 11, 125, 000 
Balance carried forward: 





a ies 9, 906, 421 Se, Teel. .. caecenuneill 
ea cites adn ctethidthhehachnebnbuteenennnemaeess 874, 855 4, 770, 455 4, 998, 320 
Total expenditures and balances --.-_-....--- naa ances , i, 332, 317 16, 489, 651 16, 123, 320 


| 
| 2 aes 








Mr. Wuitten. We come now to “Foreign Agricultural Service.” 
In that connection we will insert pages 121 through 124 and 131 
through 147 of the justifications in the record at this point. 

(The material referred to is as follows :) 
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FOREIGN AGRICULTURAL SERVICE 
PURPOSE STATEMENT 


The Foreign Agricultural Service administers the foreign agricultural pro- 
grams of the Department and develops plans and policies related to the admin- 
istration of the foreign affairs and interests of United States agriculture. It 
disseminates to American agriculture the basic information essential to the 
aggressive foreign marketing of United States agricultural products and to 
making necessary adjustments to meet changing situations abroad. The Service 
works in the following fields: 

Foreign market development.—The Service conducts a broad program designed 
to develop foreign outlets for agricultural products and analyzes competition 
and demand factors relating to foreign marketing. It administers export pro- 
grams, including programs under the Agricultural Trade Development Act of 
1954 and related authorizations, as well as import programs and controls. The 
Service represents the Department at international commodity conferences and 
on foreign commodity matters at national conferences. Work directly related 
to the development of foreign markets is financed from funds allotted to the 
Service under the appropriation “Removal of Surplus Agricultural Commodi- 
ties,” pursuant to section 32 of the act of August 24, 1935, as amended, and with 
foreign currencies accruing from sales of agricultural commodities under section 
104 (a) of Public Law 480, approved July 10, 1954. 

Foreign agricultural trade and analysis.—The Service directs and coordinates 
the continuous economic analysis and interpretation of world conditions and 
developments that significantly affect the retention and expansion of foreign 
markets for American products. It analyzes and interprets world trends in 
foreign agricultural products, trade, price, finance, consumption, and economic 
policies of foreign governments as such trends affect United States foreign agri- 
cultural trade. It analyzes the effects of restrictive trade policies on the demand 
for American farm products and develops and coordinates the basic policies 
and programs for the removal or easing of restrictions and for the encourage- 
ment of world trade in American agricultural products. The Service participates 
in agricultural international organizations and trade conferences. 

Agricultural attachés.—The Service directs and coordinates a worldwide agri- 
cultural attaché service with particular emphasis on the development of markets 
for American products, and on trade reporting from foreign areas designed to 
aid American farmers and exporters. 

Assistance to International Cooperation Administration.—The Service also 
participates in the administration of the agricultural portion of the foreign 
assistance program with funds allocated from the International Cooperation 
Administration. This work includes coordination of the Department’s partici- 
pation in the program and direction of the training program for foreign agri- 
cultural leaders, and the providing of technical information and advice in 
connection with the operation of the agricultural technical assistance program 
in foreign countries. 

As of November 30, 1956, there were 719 employees in the Foreign Agricultural 
Service. Of this total, 378 were paid from the appropriation “Salaries and 
expenses, Foreign Agricultural Service”; 226 were paid from funds allotted 
under the appropriation “Removal of Surplus Agricultural Commodities (sec. 
82)”; and 115 were paid from allocations and reimbursements from other agen- 
cies. Of the total number of employees, 503 were located in Washington, D. C., 
8 outside Washington metropolitan area, and 213 were stationed in foreign 
countries. 


Appropri- | Budget esti- 
ated, 1957 mate, 1958 


Appropriated funds. $3, 750, 000 | $4, 383, 500 
Allotment from ‘‘Removal of surplus agricultural commodities (sec. 32)’’- -_- 1, 917, 800 








Total 5, 667, 800 | 








Removal of 


| Salaries and 
expenses 





| modities 
(allotment) 
eng eo sn lccicginakl Z SEE 
Appropriation or allotment, 1957, and base for 1958_.......-.-.- $3, 750, 000 $1, 917, 800 | 


Budget estimate, 1958 4, 383, 500 


+633, 500 








Increase 


2, 094, 000 | 
+176, 200 


| 


surplus agri- | 
cultural com- 


Total 


| 


| 


$5, 667, 800 
6, 477, 500 


+809, 700 





Summary of increases, 1958 


Salaries and expenses: 
For opening 5 new attaché posts, expansion of 9 established 
posts, and travel costs for home leave of agricultural attachés_ 
For contribution to retirement fund pursuant to Public Law 854- 


nt i: coin cees > aeeeeta beteetih aah cheba aReinal~ ken Supuees 
Removal of surplus agricultural commodities (allotment) : 

To provide exporters and United States farm and trade groups 
with additional facts relating to opportunities for exporting 
surplus farm commodities and to strengthen work relating to 
market development projects_____.._-___---__--------~- Shi 

For contribution to retirement fund pursuant to Public Law 8° 54. 


Total 


j 
| 1967 (esti- | dvi 


Project | 1956 mated) Retire- 
| ment costs Other 
(Publie 
Law 854) 
Salaries and expenses: | 
1. Analysis of foreign agriculture and | | | 
trade__- $922, 437 | $1, 100, 000 +$53, 900 | 
2. Agricultural attachés 2, 473,976 | 2,650,000 | +98 400 | +$481, 
Total retirement costs (Public Law 854) ___|( i ¢ )} (4+152,300)} (+7, 650) 


Total, salaries and expenses | 3, 396, 413 3,750,000 | +152,300 | +481, 


Removal of surplus agricultural ecommod- | | 
ities (allotment): | | 


| 
| 
| 
| 


| Increase or decrease 


+$481, 200 
+ 152, 300 


+633, 500 


+88, 600 
+87, 600 


+176, 200 


1 
| 
1958 (esti- 
mated 


| 


| $1, 153, 900 


200) 3, 229, 600 


(159, 950) 


200 | 4,383, 500 


| } 
3. Foreign market promotion | 1,356,812 | 1,707, 300 +75, 100 +88, 600 1, 871, 000 
4. Import controls 202, 273 | 210, 500 +12, 500 | 223, 000 
Total retirement costs (Public Law 854) ---| ( yi )| (+87, 600) (+3, 600) (91, 000) 
Total, removal of surplus agricul- | 
tural commodities_ 1, 559, 085 1, 917, 800 | +87, 600 | +88, 600 | 2,094,000 
: | e 
Total obligations or estimate - - - - 4,955,498 | 5,667, 800 | 239, 900 | 569, 800 | 6, 477, 500 
Deduct: Allotment from removal of sur- | | 
plus agricultural commodities - - - |—1, 559, 085 |—1, 917, 800 | —87,600 | —88,600 |—2, 094, 000 
Unobligated balance, salaries and expenses 46, 650 
Total available or estimate, salaries | | 
and expenses 3, 443,063 | 3, 750, 000 +152,300 | +481,200 | 4,383, 500 
I 


Transfer to ‘“‘Salaries and expenses, Office | 


of the Seeretary of Agriculture’”’ +1, 937 


| 
Total appropriation or estimate -.__-_| 





ion 
3, 445, 000 on | "8, 750, 000 | 


STATUS OF PROGRAM 


SALARIES AND EXPENSES 


Current activities —Current information on foreign agricultural production, 
markets, policies, and competition are gathered, analyzed, interpreted, and dis- 





| 
| 
| 
| 
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seminated to United States farmers, business, and Government. This informa- 
tion is made available, in person and through publications, wherever decisions 
are made on important foreign economic and other’preblems so that the interests 
and problems of the United States farmers may be taken into account in making 
those decisions. 

The expansion and stabilization of world trade, particularly in agricultural 
products, is actively encouraged through the removal of barriers to trade, the 
solution of monetary problems, the study of foreign competition with American 
products, the analysis of market situations affecting the sale of agricultural com- 
modities throughout the world, and making the information obtained available 
to the United States farmers, processors, exporters, and other interested groups. 

United States agricultural interests are represented and their position pre- 
sented in the development of international agreements. 

Agricultural attachés are stationed in 53 countries throughout the world to 
represent United States agriculture at those posts. The attachés’ work includes 
a comprehensive system of reporting to meet the needs of United States agricul- 
ture, to act as the voice of American agriculture at the posts, and to take 
necessary action in the development of foreign markets for United States 
agricultural products. 


Selected examples of recent progress 

1. Quantities of exports reached peak levels in the fiscal year 1956.—In fiscal 
year 1956, the quantity of United States agricultural exports, exclusive of cotton, 
reached the highest level of the last 30 years of record. Quantity of exports, 
without cotton, was 20 percent ahead of the 1951-52 Korean war year and of 
the 1948—49 big foreign-aid year. They were almost double the quantity shipped 
in the 1925-29 boom period. Even including cotton exports, agricultural export 
quantity in 1956 was exceeded only twice in the 30-year period. Compared 
with the previous fiscal year, agricultural export quantity was 13 percent ahead, 
including cotton; 28 percent ahead, excluding cotton. Important commodities 
that reached a new peak in export quantity were the feed grains, soybeans, 
soybean and cottonseed oils, and tallow. Other commodities that increased 
significantly in 1956, but which did not set a new record, were lard, tobacco, and 
wheat and wheat flour. See chart No. 1. 

2. Dollar value of exports increased over prior year.—Exports of agricultural 
products in the fiscal year 1956 totaled $3,493 million, which represents an 
increase of 11 percent over the $3,145 million exports in fiscal year 1955. The 
following table shows the amounts of exports by commodities and percent of 
change: 

Fiscal year farm exports compared ! 


1955 | 1956 Percent 
| change 


Millions of | Millions of 
dollars dollars 


Cotton 

Grains__--- 

Tobacco. ----- ; 

Vegetable oils, oil seeds. __-._--- 
Fruits and vegetables. 
Livestock products 

Private relief 2. - .- 

Other-_..-. 


Total, including cotton... 
Total, excluding cotton. - 


11956 partly estimated. 


684 | 372 
882 1,174 
306 378 
302 7 
274 
461 | 
142 | 
94 | 

3, 145 

2, 461 


2 Mostly CCC donations to United States private welfare agencies for overseas distribution. 


3. Major markets for United States agricultural exports—Five markets— 
Japan, the United Kingdom, Canada, the Netherlands, and West Germany— 
took nearly half of total United States agricultural exports in 1955 (chart No. 
2). Japan was the principal market for grains, cotton, fats, and oils; the 


United Kingdom for tobacco; and Canada for fruits and vegetables. 


Because 


of reduced purchases of cotton, all of these countries except the United Kingdom 


imported less from the United States than in 1954. 


However, they retained 


their traditional position as the best foreign customers of United States agri- 


culture, 


Donations and sales for foreign currencies represented only about 10 
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percent of exports to these countries compared with over 25 percent for all other 
countries. About 10 percent of exports to the United Kingdom and 16 percent to 
the Netherlands and West Germany resulted from barter transactions. 


[Million dollars} 


Calendar year Calendar year 
Country = = Country 

} | | | 

| 1954 | 1955 | 1954 | 1055 
immaterial | | 

| ; a 

Japan 418 386 | Spain 57 | 93 
United Kingdom 363 | 377 | Venezuela 64 | 73 
Canada 293 | 282 | France 125 | 69 
Netherlands 246 243 | Philippines 54 | 60 
West Germany 267 242 | Taiwan__.- 44 | af 
Yugoslavia. 74 109 | Others 725 | Sod 
Belgium. _- 85 109 | 
Cuba 134 | 108 Total 5, 046 3, 195 
Italy -_- 92 | 94 


4. United States share in world exports of selected commodities.—Last year’s 
expansion in United States agricultural exports was accompanied by an im- 
provement in the United States share of world exports for a number of important 
commodities (chart No. 3). Government export programs aided materially in 
the gains. The cotton share showed a marked decline; United States exports 
were reduced due in part to the underpricing of United States cotton by ex- 
porters abroad and the expectation of lower prices under a new United States 
export program. The cotton share is expected to increase materially in 1956 
due to exports under this program. The following table indicates the United 
States percentage of world trade in selected commodities, 1955 compared with 
1954. 

[Percent] 


Calendar year Calendar year 





Commodity ‘ave eS Commodity . 

| | || 

| 1954 | 1955 || 1954 | 1955 

| | 
—_—__—_—_—__ —-—- ——— — — |—_— —— || —____- — -——| 
Cottonseed and oil 79 80 | SR donee oss 36 | 22 
Lard and tallow..-.......---- } 71 | 75 OB. kos one 34 | 39 
Soybeans and oil__.--.-.-----| 58 | 67 || Powdered milk--- | 16 | 57 
Grain sorghum ---.........-.-.- 55 93 |} Wheat and tiour -. | 27 | 32 
Or eikin cibe i acdeinnae 36 | 48 || 

j | | | 








5. Comparison of the share of United States production exported.—The fol- 
lowing table shows a comparison between the 1955 and 1956 crop years of the 
percent of United States production of several important export products. 
With the exception of cotton, all export shares increased in 1956 over 1955. 

Cotton exports were held back pending start of CCC’s export sales program. 
increases were mostly in response to strong efforts under. Government export 
programs. The wheat increase reflected also the severe winter in Europe, 
while rice showed a larger share exported partly because of reduced acreage 
allotments for the 1955 crop. The strong foreign demand for fats, oils, and 
feed grains assisted United States exports of soybeans, soybean oil, lard, and 
grain sorghums. 





—— 








ir | 
o 1955 1956 
Produc- | Exports | Produc- | Exports | 
tion | (million | Percent tion | (million | Percent 
| (million | units) | exported | (million | units) | exported 
units) | units) | | 
| 7 | i 
Cotton (500-pound bale) ! pin ones 13.7 | 3.6 26 14.7 2.2 | 15 
Wheat (bushels) ?_. Biase! 3985 | 273 28 3 938 341 | 36 
Tobacco (pounds) ¢ saeet 2, 277 | 517 23 2, 229 640 | 29 
Rice (bags) 5 ba 41.7 9.8 | 23 34.7 11.0 | 32 
133 Sorghums (bushels) 2 ; 216 35 | 16 233 73 | 31 
3 Soybeans (bushels) ® = las 342 | 65 19 371 106 | 29 
iY Lard (pounds) ? ae 2, 564 516 20 2, 825 650 23 
0) 
A — . ™ — 
4 ! Year ending July. 
_ 2 Year ending June. 
5 3 Includes wheat equivalent of flour. 
4 Year ending June for flue-cured and cigar wrapper; year ending September for other leaf. Farm sales 
weight. 
“ 5 Year ending July. Milled basis. 
6 Year ending September. Includes bean equivalent of oil. 
S 7 Year ending September. 
t 6. Agriculture accounts for 21 percent of all United States exports.—Agricul- 
1 tural exports in fiscal year 1956 accounted for 21 percent of total exports, the 
$ same as in the previous year. Two years ago, agricultural exports comprised 
19 percent of the total. Last year’s increase of 10 percent in agricultural exports 
s paralleled the 10 percent gain in industrial exports. Industrial exports include 
5 Defense Department military shipments, which declined by $1 billion in 1955-56. 
1 Without the military shipments, the industrial export gain last year amounted 
d to 12 percent over 1955. 

7. Agricultural imports gain.—Agricultural imports totaled $4.1 billion in 
fiscal year 1956 compared with $3.8 billion in 1955, a gain of 8 percent. This 
level was comparable to 1954’s value of $4.2 billion. The expansion was a re- 
versal of a downward trend that started in 1952. Chief role in the increase was 
that of complementary, or noncompetitive imports, which moved up 10 percent 
over 1955. Major increases among the complementary imports were in coffee, 
cocoa beans, and carpet wool. Less rubber was imported but higher prices 
caused value to rise above that for 1955. Supplementary, or competitive, im- 

: ports rose by 5 percent. Principal gain was in cane sugar. Most other increases 
- were moderate. Plentiful United States supplies and relatively low prices caused 
2 considerable decline in imports of oats while the intake of barley was about 


the same as the reduced level of 1955. Cattle imports showed a marked reduc- 
tion. (See chart No. 4.) 

8. Cotton production in Greece expanding.—A firsthand appraisal was made 
of potential cotton-production expansion in Greece in connection with a much 
broader survey of potential cotton competition of the Near East and Southeast 
Asia. Barring any major unforeseen difficulties, such as insect damage or unusual 
weather, Greek production may be expanded further as fuller utilization is 
made of existing water supplies and more intensive cultural practices are em- 
ployed. Greece presents a situation similar to that found in many so-called 
) minor cotton-producing countries in that relative expansion of production since 
1950 has been spectacular; yet it is not considered a major world supplier from 
the standpoint of total cotton production. Annual cotton production in Greece 
expanded from about 75,000 bales prior to 1950 to over a quarter of a million 
bales in the 1955-56 season. 

9. Syrian competition in cotton production not expected to expand substanti- 
ally.—A recent study revealed that in spite of the handicaps of shortages in both 
capital and labor, and at present price relationships, Syria is still a strong com- 
petitor in the production of cotton. However, it is expected that the capital 
and labor shortages will prevent any substantial expansion of cotton production 
in the foreseeable future. 

10. Use of cotton instead of rayon increasing in Western EBurope.—An on-the- 
spot appraisal of cotton-rayon competition was made in seven of the most im- 
portant textile producing countries of Western Europe. Preliminary findings 
showed that cotton has achieved a stronger competition position with rayon in 
Western Europe than in the United States. Cotton’s competitive strength results 
primarily from the narrowing price differential between cotton and cotton’s 
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CHART 4 


VALUE OF U. S. AGRICULTURAL IMPORTS 
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principal competition, rayon staple fiber. Strong consumer resistance was found 
to persist in most countries against rayon in many important end uses and espe- 
cially rayon-cotton blends in woven fabrics. Under the special United States 
cotton-export programs, United States cotton is beginning to share with foreign 
produced cottons in the improved price relationship. 

11. Canadian competition in fats and oils erpanding.—In the prairie provinces 
where farmers have been having difficulty in marketing their large wheat crops, 
acreage and production of flaxseed and rapeseed have risen sharply in the past 
2 years, reaching an all-time high in 1956. If the wheat-marketing situation 
improves, acreage of flaxseed and rapeseed in the next several years is likely to 
average considerably below the high 1956 level. Canadian flaxseed and linseed 
oil compete directly with the United States products in foreign markets. Com- 
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petition from rapeseed, however, is limited to the minor effect that Canadian 
exports have on prices of soybeans and cottonseed oils in foreign markets. In 
Ontario, the gradual increase in soybean acreage and production is likely to 
continue for several years, partly because industrialization in southwestern 
Ontario igs drawing labor off farms and soybeans require less labor than most 
alternative crops in the area. Canada is a substantial net importer of soybeans 
and edible vegetable oils, however, and with population rising rapidly consump- 
tion of these oils will continue to expand. Hence Canada probably will continue 
to provide a good market for United States soybeans and edible oils. 

12. Continued competition from West Indian citrus products.—A survey re 
vealed that the United States can continue to expect competition from West In- 
dian grapefruit segments of poor quality, concentrated orange juice, and fresh 
grapefruit as long as the high-cost noncompetitive West Indian industry is able 
to foster a protected market in the United Kingdom. 

13. 7'ree-nut production in Mediterranean area exrpanding.—The United States 
tree-nut industry will probably face increasing competition from edible tree nuts 
of the Mediterranean area because of the likelihood of production expanding 
there. A commodity specialist in an on-the-spot survey, found that the European 
product is competitive both on a price and quality basis despite backward tech- 
nology in production and processing. 

14. Competitive position of the Yugoslav dried prune industry with United 
States—l1t was found, after a survey in Yugoslavia, that Yugoslav prunes are 
competitive with the United States product on a price but not quality basis. It 
is also brought out that the resumption of trade relations with the Soviet bloe 
could result in a decrease of Yugoslav competition in the traditional United 
States market in Western Europe. 

15. Mexican winter vegetable production likely to decline—In a study of the 
Mexican winter vegetable it was found that the production of vegetables other 
than melons is likely to decline because of the high marketing costs and pro- 
duction hazards such as frost, rains, and plant diseases. There is keen com- 
petition from United States producing areas for all vegetables except cantaloups 
and honeydews which are marketed to a large extent prior to the United States 
season. 

16. Australia removes barriers against imports of United States hops.—aAs 
a result of representations made to Australian authorities all previously existing 
restrictions against the importation of United States hops were removed by 
the Australian Government early in 1956. This change in policy resulted in 
exportation of 260,000 pounds of United States hops to Australia in the 1955-56 
marketing year, and it is expected that 350,000 to 400,000 pounds will be ex- 
ported in 1956-57, compared with none at all during the 4-year period ending 
August 31, 1955. 

17. Tobacco competition in Central African Federation not likely to increase.— 
This area is the most important competitor of the United States in world trade 
of flue-cured and fire-cured tobacco. A survey indicated that prospects for in- 
creasing the output of tobacco above the current level are not as favorable as 
previously reported by other observers. Factors which tend to limit further 
substantial increases include: (a) A drop in prices for the 1956 crop because 
of overproduction of a relatively neutral type of tobacco and reduced demand 
from abroad; (b) limited supply of labor and water; and (c) widespread insect 
infestation and disease damage with resultant very low yields and therefore 
high cost per acre. 

18. Tobacco competition in Balkans and Middle East is increasing.—A study 
was made of the competition that United States tobaccos face, or as likely to face, 
from oriental leaf produced in Greece, Turkey, Syria, and Lebanon. Production 
was at an all-time high, with plans for further expansion, and a high proportion 
of tobacco exports were being moved under bilateral arrangements in exchange 
for goods (mainly industrial products) from Western Europe and the Iron 
Curtain areas. Because of the large crops harvested in 1955, 70 to 90 million 
pounds more oriental tobacco will be available for export in 1956-57 than there 
was in 1955-56. Land is scarce and labor plentiful, so the main objective is to 
select crops that give the highest return per acre. Tobacco gives by far the 
highest returns per acre for any major crop. Of the crops that can be exported 
in volume, the returns per acre of land is far greater for tobacco than for cotton, 
grapes, or grain. Tohacco is the most important agricultural product, as an 
earner of foreign exchange in both Greece and Turkey. There is likely to be 
continued pressure to increase production and exports of oriental tobacco. 
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19. Restrictions against United States agricultural exports removed under 
GATT.—The Foreign Agricultural Service, representing the Department, par- 
icipated in the 10th session of GATT (General Agreement on Tariffs and Trade) 
at Geneva. At this session advantage was taken of the opportunity to conduct 
bilateral discussions in which the Service continued to work, together with other 
United States Government agencies, for progressive relaxation of restrictions 
on, and discrimination against, United States agricultural exports, Since these 
discussions, Norway has announced removal of restrictions on several fruit items, 
Austria also liberalized imports from the United States of lemons and limes as 
weil as unsweetened fruit and berry juices. Germany also proceeded further in 
trade liberalization. In other tariff negotiations with the 21 countries of GATT 
the United States succeeded in obtaining tariff concessions on items with a trade 
value of almost $400 million, of which almost $99 million were direct concessions 
to the United States on agricultural imports by these countries. 

20. Eastern Europe now more important as potential market for than as a 
competitor of United States agriculture—aA survey of Europe’s east-west trade 
in food published in August 1955, and later as yet unpublished studies, indicate 
that the European Soviet bloc changed from a net exporter to a net importer of 
food. Some of the satellites have been buying farm products in dollar as well 
as nondollar areas, and may continue to do so. 

21. Dutch market for United States farm products remains strong.—A circular 
was published on the Netherlands as a market for United States farm pro- 
ducts. The Netherlands is one of the largest importers of our farm products. 
Because of its basic deficiency in such major products as grains, cotton, tobacco, 
and fats and oils, its importance as a center of transit trade, and its dynamic 
economy and good dollar position, the country is likely to remain among American 
agriculture’s great foreign customers. 

22. Italy important market for United States farm products.—A circular was 
published on Italy as a market for United States farm products. Italy is an 
important market for United States farm products, but less so than a few 
years ago because dollar aid has declined, quantitative restrictions are still in 
eliect on most agricultural imports from the dollar area, and Italian wheat 
production has increased. While the Italian market for United States wheat 
has probably been permanently reduced, Italy is likely to continue to be a large 
purchaser of United States cotton and inedible tallow. 

23. Australia’s import restrictions on United States farm products relaxed.— 
In the fall of 1955 Australia announced relaxation of import restrictions on 
imports of certain agricultural raw materials, namely, hops, cotton, tobacco, and 
hog casings from the United States by inclusion in the “ali country” budget list 
which provides for importation from cheapest source regardless of exchange con- 
siderations. This action was facilitated by quarterly bilateral discussions by 
the agricultural attaché and other members of the Embassy staff with Aus- 
tralian officials under provisions of GATT. A member of the Service staff made 
this possible by preparing the agricultural material used in discussions and by 
pressing United States agriculture’s interest in the Australian market at in- 
teragency discussions. 

24. Summary of import restrictions in Latin American countries prepared.—A 
summary of import restrictions in the 20 Latin American countries was pre- 
pared for use of the attachés, commodity specialists, and trade contacts and 
has been helpful in appraising the market for agricultural products in those 
countries. 

25. Agriculture in Middle Bast expanding.—A study of Turkish agriculture was 
made which resulted in an article in the October 1955 issue of Foreign Agriculture 
entitled “Recent Competition Aspects of Turkish Agriculture.” This somewhat 
controversial article brought to the reading public’s attention the fact that for 
several years Turkey, with a pastoral and agricultural background, has been 
increasing its agricultural output, and that if Turkey continued to follow the plan 
of expanding economic development she would have to depend heavily on the sale 
of farm products abroad to pay off the debts that a rapid modernization had 
imposed. In such event it might follow that Turkey would be a possible com- 
petitor of the United States. This study served to alert agricultural officials and 
the United States farming population to the phenomenal agricultural develop- 
ments in the entire Middle East. 

26. Japan continues heavy importing of United States agricultural products.— 
A review of the Japanese foreign-exchange situation indicates a growing need for 
agricultural products, and points to the possibilities for continued heavy imports 
from the United States. For the last 4 years Japan has been the largest foreign 
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buyer of United States farm products. Heavy agricultural imports have been 
maintained despite a period of balance-of-payments difficulties from late 1952 
to mid-1954, and despite a decline in special dollar earnings from United States 
military spending in Japan. The foreign exchange position has been much 
improved since mid-1954 as a result of domestic policies and world market condi- 
tions. Foreign-exchange holdings have nearly doubled in less than 3 years. 

27. Tropical commodities anatyzed—A series of commodity situation papers 
were developed on coffee, cocoa, tea, and pepper for the use and guidance of 
International Cooperation Administration and other Government agencies in 
their relationship with the governments of producing countries. Aithough these 
commodities are not produced in the United States, they are of significant impor- 
tance to the United States from the standpoint of supply to meet United States 
consumer needs, and for the dollars made available which can be used by those 
countries to purchase United States agricultural commodities. A wider knowl- 
edge of the factors of production is of value to both the United States and the 
economy of the area of production. 

28. Estimating production of tropical commodities—Because of the impor- 
tance of coffee and other tropical products to the United States, and in the ab- 
sence of domestic production, methods of estimating world production and trade 
for a number of these commodities are being developed. No other source, 
Government or private, has so extensivé coverage as is now used in collecting 
and analyzing tropical crop data. This has resulted in wider acceptance of the 
estimates and reports. 

29. Forcign Agriculture magazine improved.—Beginning with the January 1956 
issue, Foreign Agriculture was modernized in format and strengthened in edi- 
torial policy. Its detailed background articles on a wide variety of foreign agri- 
cultural subjects have given way to shorter articles of current interest that 
interpret world agricultural developments as they affect the agricultural trade 
of the United States. Statistical data on the complex subjects of international 
trade and finance now appear in the meaningful form of graphs and charts. The 
change in Foreign Agriculture has been well received. Letters commending the 
magazine for its greater usefulness have been received from officials of Govern- 
ment agencies, agricultural attachés, farm organizations, trade journals, and col- 
leges and universities. 

30. Foreign agricultural movie in preparation.—As a means of making the 
Department’s foreign agricultural activities better known, a motion pitture ’ »s 
initiated during the last half of fiscal year 1956, for release in fiscal year 1957. 
The movie will feature (a) the world agricultural intelligence function of the 
FAS and (b) the foreign market promotions of the Service. The movie will be 
made available to United States audiences through the Department’s motion- 
picture-distribution facilities. It is being designed so as to introduce the sub- 
ject of foreign agricultural trade to discussion groups, and also will be suitable 
for television use. 

31. Distribution of public information improved and expanded.—There was 
steady improvement and increased activity during the past year in supplying 
the informational needs of farmers, business, and others producing for or 
engaging in foreign agricultural trade, or otherwise concerned with agricultural 
developments abroad. The Service’s publications were restyled to convey a 
larger volume of more useful information to.end users. This was accomplished 
by improvement of subject matter content and editorial presentment, and by 
placing greater emphasis upon articles and reports designed to promote United 
States foreign farm trade. Particular attention was paid to reporting foreien 
agricultural marketing opportunities, and competition faced by United States 
farm products in world markets. The improvement in the Service’s publications 
drew comment from trade groups and others. Close contacts were moint> ined 
with private farm and trade magazines, and press, radio, and television were 
extensively utilized for quick distribution of world agricultural trade infor- 
mation. Broadened use of these media during the year was reflected in the 
fact that the number of press releases, most of which reported foreign trade 
opportunities, rose from 146 to 344, and radio and television were utilized regu- 
larly to transmit important information to the public. 

32. Agricultural attachés—Progress in staffing attaché posts—Through Janu- 
ary 1957 a.total of 203 overseas positions under the agricultural attaché program 
were filled. These appointments include 108 United States citizens (attachés, 
assistant attachés, and secretaries) and 95 nationals. Of the 237 overseas posi- 
tions authorized, 34 still have to be filled. The majority of the 34 remaining 
yacancies comprise local national stenographer, clerk, and semiprofessional 
positions. 
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” Considerable difficulty has been encountered in finding locals with proper quali- 
‘i fications for these positions. ; 
ch | The job of recruiting qualified personnel for the attaché and assistant attaché 
lie | positions is almost completed and FAS is now moving into normal operations 
| involving periodic transfer and rotation of attaché personnel assigned abroad. 
- ! 33. Some specific accomplishments by agricultural attachés.—Trade l\iberaliza- 


tion: 
of Denmark: The continued efforts of the office of the agricultural attaché at 


; Copenhagen, Denmark, in cooperation with FAS specialist and the United States 
~y trade was a contributing influence to the decision of the Danish Government to 
es increase the number of items to be liberalized for import from the dollar area 
se effective November 1955. The new items liberalized included dried currants, 
le raisins, oil cakes, all kinds of rye and wheat bran, soybeans, horses, breeding 
he eattle, and a number of livestock and meat products such as casings, bone meal, 
blood meal, meat meal, and undressed hides and skins. 
vite India : As the result of negotiations between the office of the agricultural at- 
b- taché, New Delhi, India, and Indian officials in the import control office, the 
de Government of India has liberalized its import policies with respect to almonds, 
.e, The import trade and control policy regulations for the period July-December 1956 


ng | provide that 75 percent of an established importer’s base year imports for fruits 
he | and nuts will be valid for a 12-month period from the issue date of the license; 
newcomers are granted certain import licenses according to an established 

56 | procedure under which 15 percent of the face value of the licenses can be utilized 
| for imports from the dollar area. 

ri- Dollur sales: 


li- 

at Japan: At the suggestion of the agricultural attaché, Tokyo, Japan, following 
de consultation with the FAS rice-marketing specialist, a method of testing and 
al certifying rice against harmful bacteria was implemented by the United States 
he rice industry, which made possible the sale by United States exporters of ap 


proximately 200,000 tons of rice to Japan, valued at about $30 miliion, This 
suggestion was made following the Japanese Government suspension of rice 
impo:its from all sources, because of the discovery of harmful bacteria in imported 
rice (commonly referred to as the “yellow rice scare’). The method of testing 
he and certifying rice involved establishment in the United States of small-scale 
8 | laboratory facilities, staffed jointly by United States and Japanese technicians. 


he 
“n- 
ol- 


57. | The United States industry paid the transportation and subsistence expenses 
he | of the Japanese technicians and the Japanese Government paid their salaries. 
he | The agricultural attaché represented the United States Government in develep- 
yn- ing the project and handled the necessary negotiations between the United States 
ib- industry and the Japanese Government. 
nle Philippines; In late 1955 a number of United States tobacco exporters shipped 
about 8 million pounds of tobacco to the Philippines on the basis of what was 
‘AS believed to be an understanding with Philippine officials that dollars would be 
ng made available for the import. Following shipment, however, the Philippine 
or Government indicated that funds would not be allotted for this purpose and 
ral that the tobacco would not be permitted entry. This decision, if carried out, 
a would have meant a substantial loss to the United States tobacco trade. Exten- 
ed sive negotiations by the Office of the Agricultural Attaché and the United States 
by Hmbassy resulted in a reversal of the decision by the Philippine Government and 
ed approval of the tobacco import. 
on Federation of Rhodesia and Nyasaland: As a result of the efforts of the agri- 
tes cultural attaché at Salisbury, Southern Rhodesia, the United States has com- 
ns pleted arrangements for dollar sales of approximately 5,000 bales of cotton to 
ed the growing Southern Rhodesian textile industry and 4,000 tons of winter wheat 
ore | to the Rhodesian milling interests. This is the first sale of United States cotton 
or- |} and wheat to Southern Rhodesia. It was made possible by the on-the-scene 
‘he activity of the agricultural attaché. 
de Uruguay and Argentina: The office of the agricultural attaché in each of these 
nu- | Latin American countries was very successful in promoting the sale of Maine 
potatoes. In both countries, the agricultural attachés were of valuable assistance 
nue | to the United States exporters concerned in arranging interviews for them with 
am | government officials and private potato importers, 
és, 
si- i 
ing | 
nal | 
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STATUS OF PROGRAM 
“REMOVAL OF SURPLUS AGRICULTURAL COMMODITIES” 


(Allotment from sec. 32 funds) 


Current activities—The Foreign Agricultural Service receives an allotment 
from section 32 funds to carry out a broad program for the development of 
markets abroad for United States agricultural products in surplus or potential 
surplus supply. Under this allotment, the Service also administers export pro- 
grams, including those under the Agricultural Trade Development and Assistance 
Act, Public Law 480, and related authorizations, as well as import programs 


and controls. 
SELECTED EXAMPLES OF RECENT PROGRESS 


Foreign market promotion 

1. Foreign cotton price reporting system expanded and improved.—There has 
been an expansion and improvement in the reporting system for foreign cotton 
prices to meet the needs of the Commodity Credit Corporation in conducting 
sales for export under the new programs initiated in 1956. The enactment of 
Public Law 540 on May 28, 1956, providing for the sale of Government-owned cot- 
ton for export at competitive world prices, created a new and more urgent 
need for regular and more detailed reporting of prices of competing foreign 
growths of cotton offered on export markets. The previous system of reporting 
such prices from major foreign exporting countries is now supplemented by a 
much wider range of price data received regularly from the principal import 
markets of Liverpool, Bremen, Osaka, Milan, and Ghent. These reports showing 
the competitive position of United States cotton prices in relation to those for 
comparable foreign qualities at common points of destination are furnished to 
the CCC each week. A large portion of these price data are supplied each week 
to the Agricultural Marketing Service and the International Cotton Advisory 
Committee. 

2. Merchandising of American cotton helped by providing technicians.—The 
Service provided a technical representative to the plenary session of the Inter- 
national Standardization Organization in Southport, England, in May 1956, at 
which time the United States delegation secured an agreement with 22 countries 
on, standard test methods for measuring 3 cotton-fiber properties. These 
methods were adopted as draft ISO recommendation and will materially assist 
the merchandising of American cotton in international trade. 

3. Italian import taxes on United States cotton reduced.—The Italian Gov- 
ernment was persuaded to revise its rates of cotton import duties to eliminate 
discrimination against United States cotton. Effective May 21, 1956, the rate 
was reduced to about $15 per bale (500 pounds gross) compared with the old 
rate of around $18.50 per bale and is now roughly comparable with rates of 
duty on similar foreign cotton. Italy is one of the few countries that main- 
tains a tax on imports of raw cotton. The overall tax currently amounts to 
about 10 percent of market value of United States cotton c. i. f. Italian port 
before August 1, 1956. 

4. Recombined milk operations expanded.—Business opportunities with ref- 
erence to recombined milk and dairy products were surveyed in South and 
Central American and certain Near and Middle Eastern countries. The per- 
capita availability of milk and milk products in these areas is low according 
to United States standards. Definite business possibilities of supply recom- 
bined milk and dairy products exist in seven countries. As a result of these 
trips, representatives of the United States dairy industry have shown active 
interest in the areas and the possibility of the culmination of joint business 
ventures between United States interests and foreign interests are likely. Two 
major United States dairy companies are actively engaged in establishing busi- 
ness operations utilizing nonfat dry milk solids and anhydrous milk fat in recom- 
bining operations overseas. Other companies have shown interest. 

5. Acceptable ghee developed for export.—This Service has continued to follow 
the policy of adapting United States dairy products to the consumer desires of 
the importing countries. An intensive study was made in India and Pakistan 
to determine the local procedures and methods used to produce ghee. The basic 
information learned was made available to the United States dairy industry. 
As a result, an American-made ghee acceptable to the Far and Middle Eastern 
consumer was produced. This product has now been sold for local currency 
under Public Law 480. 
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6. Native cheese made in Central American plants from United States dairy 
products.—A study of the farm manufacture of queso blanco cheese in Central 
America was made to determine if procedures existed that could be used by 
United States manufacturers to duplicate this cheese. It was determined that 
no scientific information as to time, temperature, and bacteria! cultures, etc., was 
available. A dairy-marketing specialist went to Central America to experi- 
mentally produce in a Central American dairy plant queso blanco cheese, uti- 
lizing United States nonfat dry milk solids and anhydrous milk fat. Factory 
procedures for the manufacture of this cheese have now been established, thus 
making it possible for this cheese to be made in Central and South American 
factories utilizing United States ingredients, or to be made by United States 
companies for export to this area. 

7. Butter sale to Western Germany.—An opportunity was open for United 
States exporters to move butter into Western Germany in the winter of 1955-56, 
provided certain obstacles could be overcome. The Service assisted actively, 
insofar as Government operations were concerned, and a sale of approximately 
6 million pounds of butter to Western Germany resulted. 

8. Soybean marketing opportunities improved in Japan.—A study was made in 
Japan following a series of complaints on United States soybean quality, and 
threats that much of the business might be lost to Communist China. It was 
found that the market for soybeans in Japan may be maintained, or even ex- 
panded. The study emphasized that Japanese use soybeans mainly for food. 
Producers and exporters will need to keep this fact in mind if they are to retain 
Japan as their largest foreign customer. This study revealed that foreign 
material content ana green seed coats have been the main sources of complaint. 
Chinese-Manchurian soybeans are claimed by Japanese to be essentially free of 
foreign material and of the desired yellow color. It was indicated that Japanese 
are better satisfied with United States soybeans reecived under the grading 
standards as revised effective September 1, 1955. 

9. European and United States soybean sampling and grading compared.—A 
joint American-European team of four men carried out a soybean sampling and 
grading project at United States and European ports in an effort to learn each 
others’ methods as a basis for removing quality complaints on beans shipped to 
Europe. Storage,.loading and unloading methods and facilities were compared 
and samples were taken for grading by United States methods in this country. 
Samples were taken and graded by European methods from the same cargoes on 
arrival in foreign ports. European buyers and their surveying agents were 
given a firsthand knowledge of American grading, sampling, and loading prac- 
tices. United States officials responsible for grading and issuance of grading 
certificates observed the European methods. As a result there has been a fuller 
understanding of the reasons for differences of opinion and frequent dissatisfac- 
tion with regard to the quality of United States soybeans. It is believed that 
while sampling and grading methods on opposite sides of the Atlantic are not 
directly comparable, the outcome of this project will be to improve the soybean 
trade between Europe and the United States. 

10. Imports on American fruits and fruit products liberalized—The greatest 
emphasis in marketing development activities in the fruit and vegetable field has 
been placed upon endeavoring to obtain liberalization of imports of American 
fruits and fruit products into European countries. The FAS has worked with 
foreign governments and with foreign trade closely in connection with this pro- 
gram. Developments in this field within the past 12 months are summarized 
as follows: 

Import liberalizations obtained : 

Germany: Canned grapefruit and barreled plums as of July 1, 1955. Dried 
apples, dried pears, and almonds as of July 1, 1956. 

Denmark: Raisins as of November 1, 1955. 

Austria: Fresh grapefruit and lemons; canned peaches, pineapple and grape- 
fruit juice as of July 15, 1955. 

Norway: Raisins, dried prunes, fresh grapefruit, and fresh lemons as of July 
1, 1956. Canned peaches and pineapple as of October 1, 1956. 

Free dollar tenders (form of liberalization peculiar to Germany) : Dried fruits 
and nuts, canned asparagus, dried tomato flakes, pulses, orange, lemon, and grape- 
fruit juices and concentrates, fresh citrus, canned pineapple, onions, apples, and 
pears. 

11. Florida citrus exports expanded.—Early in March 1956 the fruit specialist 
stationed in London succeeded in arranging for a syndicate of Hamburg and 
London importers to be formed. They chartered a vessel with which to transport 
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Florida citrus to London and Hamburg. The venture proved successful and 
importers are planning to expand this operation during the forthcoming season, 

12, Sales of American potatoes to New Zealand arranged. —The FAS initiated 
and carried out negotiations with the New Zealand Government arriving at certi- 
fication of United States potatoes acceptable to the New Zealand Government 
with a resultant program to enable exports of 5,000 tons of California potatoes to 
New Zealand in the early summer of 1956. 

13. German import program amended to include tangerine concentrate.—In 
March 1956 the West German Government was requested to amend its program 
authorizing imports of concentrated orange and grapefruit juices to include con- 
centrated tangerine juice, On March 10 the German program was accordingly 
amended to include tangerine concentrate and exports of this product have for 
the first time been made to West Germany. 

14. South America investigated as a potential seed market.—Increased interest 
in American seeds is already evident in the increased volume of trade with the 
countries of South America, Visits by a seed marketing specialist to the experi- 
ment stations and conferences with Government officials and seedmen focused 
attention upon the qualities of seeds available in the United States. For exam- 
ple, shortly after his visit, Bolivia purchased 30 tons of alfalfa seed, the first 
such purchase from the United States. Numerous samples of American seeds 
are being furnished to the experiment stations of South America. Especially 
noteworthy is the great interest Argentina displayed in testing various grasses 
and legumes for the drier sections where wheat was formerly grown. They 
asked for and received over 30 pounds of samples. This is desirable since they 
are undertaking to put these areas into pastures rather than produce wheat for 
the world market. 

15, The European seed situation surveyed—Much injury to Buropean seed 
crops resulted from the devastating winter and the cold, backward spring. Since 
Europe is an important source of supply for United States importers, a survey 
was made of the probable supplies as a guide to our buyers. Reports on the 
finds of the survey were widely distributed to the trade. Winter injury and un- 
favorable spring weather have curtailed production, this increasing import needs 
for some kinds while others will not be available for export to the United States. 

16. Potential market for lard and other meat products in Germany analyzed.— 
A firsthand marketing survey was made in Germany to determine how United 
States’ exports to that market could be increased. The final reports discussed 
yermany’s need for imported products, the 1956 import outlook, the United 
States share of the market, and the factors limiting United States exports. 
Recommendations were made as to ways in which United States exports to 
Germany could be increased and the manner in which United States’ producers 
could meet the competition from margarine and foreign supplies. Germany has 
since reduced the import duty on lard. German importers have formed an 
organization to place a distinctive trademark on high quality United States pure 
lard to increase its consumer acceptance. A German inspection officer has 
visited the United States to study the United States inspection methods and 
procedures and to study special problems relating to the importation of lard 
and meat products from the United States. 

17. Import restrictions on animal fats into Iran removed.—Prior to the initia- 
tion of negotiations for the Agricultural Commodities Agreement with Iran under 
title I of Public Law 480, Iran had had in effect restrictions against imports of 
animal fats. This prohibited imports of butter as well as other commodities. As 
an outgrowth of the negotiations for the agreement which included butter and 
butter oil, these import restrictions were removed. The removal of restrictions 
went beyond customs restrictions and included removal of currency restrictions 
as well. This has made possible import of United States butter and butter oil 
into Iran for free dollars as well as under the provisions of the Public Law 480 
agreement. 

18. Overseas information program initiated.—Realizing that foreign market 
promotion can be successful only in an atmosphere that is favorable to United 
States agricultural products and policies, the Service in fiscal year 1956 initiated 
a program to keep foreign countries better informed regarding American agri- 
cultural commodities and trade programs. Two key points in the program are 
the information officers of the United States Information Agency and the 
Department’s agricultural attachés. USIA employees are very cooperative and 
close working relationships are being established. Suggestions for foreign 
releases are being made to USIA, and in some eases special releases are being 
prepared. As a result of consultations with FAS, USIA, and the Department of 
State are developing instructions to their field employees on the handling of 
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foreign relations problems growing out of United States surplus disposal 
operations, 
IMPORT CONTROLS 


1. Section 22 investigations conducted.—Section 22 of the Agricultural Adjust- 
ment Act, as amended, is designed to protect agricultural programs from being 
materially interfered with by imports. During the period July 1, 1955, through 
June 30, 1956. preliminary investigations were conducted on 20 commodities, 
ine luding figs, dates peanuts, wheat seed, wheat products. rye, cotton textiles, 
cotton, barley, oats, tapioca, almonds, filberts, walnuts, tung oil, cheese, dried 
milk products, butter oil, flaxseed and linseed oil. 

2. Section 22 import licenses issued.—Presidential proclamations 3019 and 
3025 issued in June 1953 under section 22 of the Agricultural Adjustment Act, 
as amended, give the Department of Agriculture responsibility for apportioning 
imports and issuing import licenses for certain manufactured dairy products. 
During the period July 1, 1955 through June 30, 1956, 1,995 licenses for imports 
of cheese were prepared, 403 transfers of country of origin were authorized, 316 
changes in port of entry were approved, and about 25 petitions for-relief from 
hardship were received and examined. In addition, about 106 licenses for 
imports of manufactured dairy products other than cheese were issued. 


Mr. Wuirren. Mr. Garnett, we will be glad to have your general 
statement. 





GENERAL STATEMENT OF THE ADMINISTRATOR 


Mr. Garner. Thank you, Mr. Chairman. 

I am glad to appear before you today to discuss the work of the 
Foreign Agricultural Service and our budget request for the fiscal 
year 1958. 

As you know, the Foreign Agricultural Service was reestablished 
in 1953 and was given the ‘responsibility for expanding foreign mar- 
kets for United States farm products. In 1954 the Congress ‘enacted 
legislation returning the agricultural attachés to the Department of 
Agriculture. Also the Congress added substantially to the Service’s 
responsibilities by enacting Public Law 480, with surplus disposal 
under title I being implemented by the Service. In addition, this 
committee in 1954 directed that there be an expansion and intesifica- 
tion of studies of foreign competition. 

FAS has continued to carry out its basic and long-established func- 
tion of obtaining, analyzing, and disseminating information on for- 
eign agricultural production, markets, trade, policies, and competition 
with United States farm products. It participates in activities to 
reduce trade barriers. It represents the Department of Agriculture 
in work with international organizations. It cooperates with ICA on 
training and technical- assistance programs. It issues publications to 
keep the American public informed ‘of foreign agriculural develop- 
ments, 

In both its market promotion and factfinding work, FAS leans 
heavily on the agricultural attachés who represent United States agri- 
culture at 56 foreign posts. Also the Service has a capable corps of 
agricultural economists, marketing specialists, and other specialized 
personnel under the direction of assistant administrators for market 
development and programs, agricultural trade policy and analysis, 
agricultural attachés, and management. 


VOLUME OF AGRICULTURAL EXPORTS AT RECORD LEVELS 


This is the fourth year of steadily increasing United State agri- 
cultural exports. In fiscal 1956 these exports amounted to $3.5 bilhon, 
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24 percent greater in value and 39 percent greater in quantity than 
the 1952-53 post-Korean low. July-December exports this fiscal year 
are running 39 percent in value and 45 percent in quantity above the 
same period last year. The present export rate is the highest m 
United States history. We expect that this fiscal year our agricul- 
tural exports will set an alltime record. 

The work of FAS has played an important role in achieving the 
current high level of exports. Fora healthy United States economy as 
well as for a sound agricultural economy, farm exports should con- 
tinue at high levels. With world production at a high level and keen 
competition, there is a continuing need for market development activi- 
ties and for niformation from foreign countries on which to base pro- 
duction and marketing plans in the United States. It is essential that 
contacts be maintained with Government agencies and trade inter- 
ests in other countries to facilitate exports of United States farm 
products. FAS services cover most important agricultural produc- 
ing and consuming countries of the world. As we look toward further 
expansion of exports, the need for adequate representation in these 
countries is increased. 


FAS PROGRAM COORDINATED 


The assistance FAS provides to American agriculture, in facilitat- 
ing trade with foreign areas, is a result of the coordinated effort of our 
worldwide system of agricultural attachés and commodity and coun- 
try specialists working in cooperation with trade and Government 
agencies. This work has become much more effective with the units 
working closely together as they have been able to do since passage 
of Public Law 690 of the 83d C ongress, authorizing administration of 
the agricultural attaché program in this Department. The staffing 
of the Service is about completed, and we believe we have an effective 
organization. 

FAS has recently established an Office of Internal Audit with a 
small staff which will review and audit the various activities and 
fiscal operations of the agency to see that maximum results are at- 
tained and that applicable regulations and procedures are being 
followed. 

Since April of 1954 FAS has operated a junior professional de- 
velopment program which is expected to supply the principal part 
of its professional personnel needs in the years ahead. Young econ- 
omists and marketing specialists are hired upon completion of their 
college work and a program of orientation and in-service training is 
given to participants. A number of these young men have now reached 
the stage where they are serving as assistant agricultural attachés at 
foreign posts or are carrying out substantial assignments in the com- 
modity or area activities of the Service. During the fiscal year, as a 
companion program, there has also been instituted a student. trainee 
program under which selected undergraduates, still in college, are 
employed and trained during the summer, and the best of them will 
be asked to join the Service on a full-time basis after their graduation. 

Mr. Wurrten. I have made two trips into Western Europe in con- 
nection with the United States foreign sales program. Two years 
ago I came back and was able to show that foreign countries did have 
dollars and would buy our commodities if we would offer them com- 
petitively. 
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I think our trip resulted, along with other things, in actions by 
this committee to beng about a change so that our commodities were 
offered competitively. I went this year and came back with certain 
findings that foreign countries are afraid we won’t be a consistent 
source of supply. They believe that through the soil bank we are 
going to dry up our production to the point of being an inconsistent 
source of supply. It is very disturbing because any user of our com- 
modities w ala like to have the same type and quality from the same 
source year after year. Otherwise, he can’t build up trade names, 
and things of that sort. 


NEED FOR FOREIGN LANGUAGE TRAINING 


Also I don’t think we are giving enough attention to language train- 
ing. I met some fine representativ es of the American Government, 
both in the Department of Agriculture and in other departments, in 
foreign countries, but when I found a man who had a working knowl- 
edge of the language, you could sense the difference in the relation- 
ship he enjoyed with local people. There is no higher courtesy or 
compliment you can pay people than to send them somebody who 
can use their language a little bit, 

I wonder what efforts you make to get people who can speak the 
local language to start with; and, if not, what efforts you make to 

ive them a working, every-day sort of use of the language? I think 
it is highly important. 

Mr. Garnett. We do have a list which we will make available to 
ou, of just the number of men, and whether they have a working 
nowledge of the language or not. I think your point is very well 

taken. 

Mr. Wuirten. I can see one man might be good enough to offset 
his weakness of having no knowledge of the language. On the other 
hand, he would even be a better man if he did. We are trying to set 
the agency up on a proper basis. This committee feels that we need 
to know as much about foreign agriculture to evolve policy and to 
write agricultural legislation as we need to know about our own. 

I am just wondering what attention might be given to this in the 
years ahead ? 

Mr. Horan. Could we have Mr. Tetro respond to that ? 

Mr. Trerro. We have some men who have recently been put at the 
posts who do not yet have any familiarity with the language. How- 
ever, we encourage, as Mr. Garnett was saying, every man who goes 
out, to learn the ‘language, even though it may be a rather unusual 
language. We hope he would get enough to get by at the post. 

I think that we will in time insist that they pick up the major lan- 
guages. Each of the posts has a language training group—the larger 
posts in particular have very good ones. We participate in that with 
the State Department. It is a part of our administrative support 
arrangements, and if our people when they arrive at the post, don’t 
already have some of the language, they are supposed to enroll in this 
language training with the group at the post. 

In the future we hope we will have more time to give more training 
here. The Foreign Service Institute has stepped up their program of 
language training for all United States personnel abroad and we hope 
that we can get time enough to allow these men to take 3 months’ highty 
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specialized, highly intensive language training before they go to the 
post. 

Mr. Wurrren. I am not pointing my finger at any individual, I 
was highly pleased with the people that we had occasion to come in 
contact with. T realize, too, that with regard to some foreign countries 
the problem is not quite as difficult, in that some foreign countries have 
many people who speak English plus their own langu: age. 

In addition, some countries have ¢ complete and ace urate records and 
make their information readily available to us. On the other hand, 
there are countries where they have no reliable statistics or informa- 
tion for their own use. In such countries, our man has to get out and 
get it on his own, in which instance, it is almost imperative that we 
have a wor king know ledge of the language. 

Thus a wor king know ledge of the language i is not absolutely essential 
in every place, but in many ‘pl ces it is most essential. 

Mr. Garnerr. We are gl: id to have you emphasize that. 

May I ask Mr. Minor to give you some of the facts on the attachés 
that we have ? 

Mr. Minor. Eighty percent of the attachés and assistant attachés 
speak either the local language or an accepted language at the post. 
In some of the Arabic countries it is impossible within the time that 
would be available. However, we do expect to do much better in this. 

Mr. Terro. Mr. Congressman, on the need for the language based 
on the adequacy of statistics available, I would say not more than 15 
percent of the posts have statistics readily and easily available. The 
rest of them we have to get. 

Mr. Wuirren. You may proceed, Mr. Garnett. 

Mr. Garnett. Thank you. 


AGRICULTURAL ATTACHES, AN INTEGRAL PART OF ALL FAS OPERATIONS 


We are happy that some of you, as well as other Congressmen and 
United States businessmen, have had the opportunity of seeing the 
work of our attachés at first hand. 

The work of the agricultural attachés is an essential component 
of FSA operations in every field. The attachés are our overseas arm 
for market development. They are our representatives in work on 
trade liberalization and our watchdogs on discriminatory quarantine 
and other trade practices. The attachés are the most important 
source of information on which FAS service to American agriculture 
is maintained. Domestic programs are, to a considerable degree, de- 
pendent on attaché reports of changes abroad affecting production, 
use, and trade in agricultural pr oducts. The services of the attachés 
also include fr equent contacts with foreign governmental and private 
groups whose activities can affect the import of United States farm 
products. 

We have continued our efforts to create and maintain the most 
effective possible working relationships with the Department of State 
and other agencies in the foreign field. We are very appreciative of 
the administrative support which has been provided by the State De- 
»artment and for its support of the work of the agricultural attachés 
in the field which is gaining access to foreign m: arkets. It has made 
valuable contributions to our work through | participation in meetings 
such as our recent regional meeting of agricultur al attachés in Manila. 
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In many cases the agricultural attachés and Ambassadors or other 
Embassy officials have worked together in furthering the agricultural 
interests as well as foreign policy of the United States. Recent 
examples of this type were speeches by our Ambassador to Canada 
at Toronto, and by the consul general at Winnipeg in which some 
needed light was shed on the essentially favorable agricultural rela- 
tionships between the United States and Canada. 

The strengthening of our agricultural attaché work is timely. We 
have noted that competing agricultural countries are strengthening 
their representation at foreign posts, This is particular true of 
France, Italy, Australia, and the Netherlands, 

We intend to. further strengthen our efforts at the foreign posts 
and in the United States through a carefully planned system “of rota- 
tion between service in the field and service in the United States. It 
is our hope to have one service which is of maximum effectiveness 
and to use personnel at the place where it can be most effective. Ex- 
perience at field posts contributes substantially to effectiveness in 
our work in Washington, and our experience in the United States and 
eontact with United States agriculture is essential to maximum ef- 
fectiveness in field posts. We expect to get underway at an early 
date a long-range plan for bringing a limited number of selected local 
employees to the United Sti ites for contacts and training in order 
to increase their contribution to our work, As a whole, our local 
assistants are an able group and contribute much to the results we 
are able to attain. 

In order to make our rotation system work most effectively, we ex- 

ct to request legislation to authorize the detail of attachés to work 
in the United States for 2- to 4-year periods. 

We have had some difficulty in attaining adequate housing at some 
field posts and are working with the Department of State to improve 
this situation as rapidly as possible. 


PUBLIC LAW 480 


We are pleased to report to you on our stewardship under this 
program in implementing the acts of Congress. Title 1 foreign cur- 
rency sales are presently limited to $3 billion at cost to the Com- 
modity Credit Corporation. 

Eighty-two agreements with 30 countries have been made, to Janu- 
ary 28, providing for the sale of nearly $2.9 billion worth of agricul- 
tural commodities at CCC cost. In terms of export market “value, 
these agreements total about $2 billion. Both totals include about 
$200 million in ocean transportation costs to be financed by CCC. 
Usual marketings from the United States for dollars have been 
assured ‘by the countries. 

Mr. Wuirren. Mr. Administrator, one of the problems we have 
had in this country in the past 5 or 6 years, since we first. passed Pub- 
lic Law 480, is that everybody talks about 480 first and sales for 
dollars second. I notice your statement goes along the same line. 

Now, for several years our usual marketings were far below our 
average United States exports. We reac hed the point where the 
American people didn’t. know there was any way to get rid of agri- 
eultural commodities. I can show you where, in 19: 54, the Sec retary 
of Agriculture didn’t even know he had authority to sell competi- 
tively and said so in the record. 
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Congress passed 480, but it was intended that 480 be secondary and 
not to supplant the use of normal selling practices. I went through 
2 or 3 years, here, where Nation’s Business and other magazines came 
out on selling American commodities through Public Law 480. The 
basic law deals with selling competitively. I want to know if you 
handle any commodity under 480 that wasn’t on the counter for sale 
competitively in world trade. I would like to know, in connection 
with any of these agreements at the time you went into them, if it 
had to do with a commodity which CCC was not offering competitively 
in world trade for what it would bring in dollars. If so, I would like 
to know about it. You may have to make some check. 

Mr. Garnett. I will be glad to check the record, but I don’t think 
that that is true. 

(The information requested is as follows :) 


STATEMENT ON SALE OF AGRICULTURAL COMMODITIES AT COMPETITIVE PRICES 


Surplus agricultural commodities acquired by the Commodity Credit Corpora- 
tion under price-support programs are available for dollar sales, as well as for 
local currency sale under title I of Public Law 480, generally at competitive 
world prices. 

The quantity and inventory value of price-support commodities on hand as 
of December 31, 1956, which were not offered for sale in world trade on a com- 
petitive basis during the period July 1 through December 1956 are shown in 
the following table. Of these commodities, wheat, flour, cottonseed oil, linseed 
oil and a few seeds have been included in Public Law 480 agreements. The 
situation with respect to each of these commodities is shown in the footnotes 
of the table. 

Sales of tobacco held under CCC loan are made by grower cooperative asso- 
ciations (which handle the CCC price-support program) at announced prices 
approved by CCC. Under this arrangement, CCC does not acquire title to the 
tobacco, The announced prices generally apply without regard to whether the 
tobacco is for export or for domestic use. However, for a few months last year 
certain old crop fire-cured and dark air-cured tobaccos were offered by the 
associations for sale for export only on a competitive bid basis, and these old 
crop tobaccos are currently available at announced prices for export at substan- 
tially less than the announced prices for domestic use. 

The Department has looked at several proposals for the use of subsidies to 
increase tobacco exports, but has not yet noted any plan which would result in 
any substantial export gain. Farmers in the United States produce a quality 
product and most foreign buyers are willing to pay a premium for our tobacco. 
It must also be recognized that tobacco is probably the most “protected” com- 
modity in world agricultural trade. Importing countries, such as the Philip- 
pines, are encouraging domestic production in order to lessen the need for 
imports. Many exporting countries and their trading partners use bilateral 
arrangements to expand their tobacco trade which virtually excludes United 
States tobacco regardless of price or quality advantages. The Department under- 
stands that the world’s largest importer of tobacco which participates in these 
preferential trading arrangements would probably impose countervailing duties 
if we were to utilize export subsidies on tobacco. 

Also, United States tobacco exports are still high although this year’s estimated 
level of approximately 500 million pounds is down somewhat from last year. 
It, is still favorable in relation to the postwar average. Our tobacco producers 
have obtained higher prices in 1956 for their heavier grades of flue-cured and 
burley crops. The major reason for this favorable situation to producers results 
from the increased use of strofhger tobaccos in filter-tip cigarettes. Domestic 
buyers have bid up the price of these heavier-bodied tobaccos. This has meant 
more income to farmers, but at the same time it has limited the amount of these 
kinds of tobaccos we have available for export. The increasing proportion of 
pale and slick flue-cured tobacco has limited our export opportunities. These 
neutral types are not desired by foreign or domestic buyers, and we have taken 
steps to discourage future production of these varieties through adjustments 
in the price-support program. 
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For the bulk of the tobacco we export, an export subsidy would probably not 
help very much because of our quality advantages. Foreign buyers will con- 
tinue to buy large quantities of these tobaccos without an export subsidy. For 
some types of tobaccos, such as dark tobaccos, an export subsidy might increase 
the level of exports in a very limited way. But the subsidy required would be 
s0 heavy as to make it prohibitive. If the discounts which we have introduced 
beginning with the 1957 crop for the pale and slick flue-cured tobacco work as 
we expect, we will encourage the production of more heavy-bodied tobacco. 
This will help improve the export situation much more than any action that 
could be taken through export subsidies. 


Commopity CREDIT CORPORATION 


Quantity and inventory value of price support commodities on hand as of Dec. 31, 
1956, which have not been offered for sale in world trade on a competitive basis 
during the period July 1 through Dec. 31, 1956 











Commodity Jnit of Quantity | Value 
measure 

Thousands Thousands 
PN. coccaccneanyhes aduuete ne Site nas Pound... 21, 753 | 1 $1, 139 
YE ee Pee sted iin arta ail 60. 4:4, 10, 636 | 1 685 
Butter oil___- afer : ke ee a 131 1 104 
Cottonseed oil, refined____-__- iat so) <naghtidinn sg Ongn 33 | 26 
Flaxseed. "Sn bene ‘ | Bushel | 10 | 334 
PE Geb tink aide <b ecw douddosn ; Pound. -_- 41 | 26 

Rosin... : : : nie i 267, 426 | 4 20, 7: 
Turpentine __ = res E ...| Gallon__ } 719 | § 428 
Seeds, hay and pasture - _- ; , | Pound. _- 76 319 
Soybeans - - Bushel 17 342 
Total. __ <— tite caatbeion aed ; ‘ ae | 23, 246 


{ 





! Committed for dispostion. Corn, wheat, and butter are not converted into products until commit- 
ments have been received for their sale or donation in processed form. 

? Committed for disposition. Represents residual balances in accounts due to lag in recording financial 
transactions. 

3 Consists of insignificant stocks at scattered locations which are anticipated to be sold domestically with- 
out impairing the price support program. Previously these commodities were available for export sale 
on a competitive bid basis until stocks dwindled so low that this method of selling became impractical. 

4 This commodity was offered for sale on a competitive bid basis for export during the period January 
through March 1956 and will again be offered for the Ist 3 months in 1957. These are the slack production 
months when the gap between production and requirements is greatest. During the remainder of the year 
the commodity was available for domestic and export sale at announced prices. 

5 The entire stock constitutes less than a week’s supply and the expected deficit between production and 
requirements during the next few months is likely to result in liquidation of remaining stocks. Quantities 
in inventory have been available for domestic and export sale at announced prices and were reduced 69 
percent during the period from July 1 to Dee. 31, 1956. 


Mr. Wuirren. The committee gave serious thought, before we 
finally got the Secretary to take action to sell our commodities, about 
writing in the bill a prohibition against any use of money for Public 
Law 480, or any money to control American acreage, in connection 
with any commodity that wasn’t offered for sale competitively in 
world trade, I made that point in the record, and we did bring about 
this change in policy, and we have been selling. 

Again, I don’t want you giving emphasis to Public Law 480 because 
the law provides that 90 percent of the total return can be used in 
foreign countries and the other 10 percent can be released by the Presi- 
dent. In other words, we are giving these commodities away for 
improvements in other countries to a large extent. 

Public Law 480 does not appeal to me. It goes back to the fallacious 
idea that all we need to do to cure our farm problem is get rid of 
ihese commodities.. That isn’t so.. We need to regain our markets, 
and we can’t regain markets except through normal channels. I 
just wish you would talk about competitive sales in your statement 
before you discuss 480. 
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Mr. Garnett. If I may comment on this, Mr. Congressman, it is 
certainly inadvertent that the emphasis happens to be here where 
we discuss 480 first. I can assure you, and all my staff, including the 
agricultural attachés, can attest that I personally, that the Secretar v, 
that the Under Secretary who have gone out to talk to agricultural 
attachés, have emphasized again and again that our first and pre- 
dominant activity 1s to expand sustained “markets for dollars. 

Mr. Wairren. Now let me show you what your statement says: 
“92 agreements with 30 countries have been made to January 28.” 
Then you go into the amount involved. Then you say, “Usu: il mar- 
keting from the United States for dollars has been assured by the 
countries.” 

Now, if you are going to virtually give to these countries these com- 
modities and you work out agreements with 30 countries to give it to 
them, how much chance do you think you have to increase your sales 
to them for dollars? If you are willing to give it to them for their 
currency, why would they be so foolish as to increase their purchases 
for dollars? 

Mr. Garnetr. Mr. Congressman, we are very aware of not only this 
danger in 480, but of many others. I think you will recognize that we 
do have this problem, that the Congress has given us Public Law 480, 
and we are doing the best we can. 

Mr. Wisdire nN. That is right, but Public Law 480, contrary to what 
many Members of Congress have thought, and contrary to all the 
newspapers and magazines, and contrary to what the Secretary 
thought, was passed as a supplemental means of disposal. Sell what 
you can for dollars, and this is something extra. I know the record 
bears out that we didn’t do it that way. We went through a period 
where 480 was the only means that we were using. 

Mr. Garnett. Let me explain this way: Our major dollar markets 
are in north European countries and in Japan and that we do not have 
any major 480 programs in north European countries. We have 
closed out a 480 agreement in Japan. We just stopped and said that 
they are ina position to carry it now for dollars. 

Our 480 programs concentrate on countries such as Spain and India, 
countries where we have had a history of rather small dollar sales, 
and others where there is opportunity to substantially expand sales. 
We do try to hold the dollar sales that we have had and make 480 
available to them in addition, 

Mr. Wurirren. I am glad to have your statement because this has 
been a point of discussion for 5 or 6 years. 

Mr. Garnett. It is of great concern to us how we should manage 
this program and we are aware of the dangers. 


COUNTRY AGREEMENTS AND SHIPMENTS UNDER PUBLIO LAW 480 


Mr. Warren. Since you have mentioned the number of countries, 
I would like the record to show the names of those countries and a 
brief statement of what is involved. 

Now in times past we have had information about agreements. But 
when you went behind the agreement and saw what was shipped, 
there was a wide disparity between agreements and shipments. You 
might also include information as to the amount of shipments made 
under the agreements. 


ns le 
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(The information requested follows:) 
Titte I—Pvusuiie Law 480 


Agreements signed from beginning of program through December 31, 1956 


[Thousand dollars] 


Market Estimated 
value ex- CCC eost 
Country Date signed cluding Ocean trans- including 














ocean trans- portation ocean trans- 
portation portation 
1, Turkey--- ‘ ‘ oo Nov. 15, 1954 18, 917 5, 517 | 35, 086 
2. Yugoslavia_-_._-_- sukite | Jan, 45,1955 | 38, 010 6, 208 | 66, 012 
3. Pakistan. - . | Jan, 18,1955 28, 147 , 253 | 39, 058 
4, Chile__ ae | Jam. 27,,955 4, 600 407 7, 686 
5, Peru ‘ Feb. 7, 1955 3, 250 380 | 6, 255 
6, Spain Apr. 20, 1955 19, 260 1, 740 23, 358 
7. Argentina _. Apr. 25, 1955 5, 670 130 8, 721 
8. Turkey (amendment) _----- Apr. 28, 1955 4,144 427 
9, Israel “a oe Apr. 29, 1955 7, 848 822 f 
BUG... 6. eatin eer ; shat -dinks <oss May 6, 1955 5, 114 | 136 5, 250 
11, Yugoslavia (amendment) ---.-- an May 12, 1955 6, 504 1, 308 | 13, 383 
MET a Lido da eggetcens ke May 23, 1955 48, 200 1, 800 71, 708 
Te th ncleeee ‘ May 31, 1955 79, 026 | 5, 974 111, 266 
14. Korea___.-.-- . do 14, 015 985 | 15, 000 
15, United Kingdom _--- . June 7, 1955 15, 000 205 | 15, 205 
16, Austria June 14, 1955 5, 500 584 8, 256 
17. Israel (amendment)... . June 15, 1955 3, 652 678 7,312 
18, Thailand June 21, 1955 1, 900 100 2, 000 
19. Colombia___- June 23, 1955 | 4, 900 400 7, 072 
20. Greece. June 24, 1955 | 5, 400 647 8, 665 
21. Greece do | 7, 573 772 12, 711 
22. Peru (amendment) June 25, 1955 3, 400 400 6, 259 
Subtotal, beginning of program through 
June 30, 1955__- 330, 030 30, 873 489, 639 
23. France. a3 Aug. 11, 650 0 650 
24. Peru (amendment) Sept. 20, 3, 000 320 3, 320 
25. Yugoslavia (amendment) Oct. 1, 17, 871 4, 260 42, 106 
26. Ecuador Oct. 7, 3, 743 277 5, 280 
7. Spain (amendment) Oct. 20, 10, 000 430 | 10, 608 
28. Israel _- Nov. 10, 14, 740 2, 300 | 26, 868 
29. Brazil. Nov. 16, 37, 071 4,914 78, 668 
30. Egypt Dee. 14, 4,818 782 10, 682 
31. Colombia : Dee. 20, 10, 900 700 17, 054 
32. Argentina 7 Dec. 21, 24, 700 600 25, 300 
33. Germany... .-. : Dec. 23, 1, 200 0 | 1, 200 
34. Finland (amendment) 7 Jan. 12, 500 50 980 
; 35. Yugoslavia (amendment) Jan. 19, $2, 635 6, 400 77, 943 
! 36. Spain (amendment). ae Jan. 21, 15, 000 1, 100 | 16, 100 
i 37. Israel (amendment) | Jan. 31, 900 0 1, 760 
38. Austria Feb. 7, 20, 800 1, 665 33, 530 
39. Burma ae Feb. 8, 20, 800 900 31, 240 
40. Egypt (amendment) do 4, 900 700 11, 216 
41. Israel (amendment) Feb. 10, 1956 10, 000 0 10, 000 
| 42. Egypt (amendment) Feb. 17, 1956 7, 348 1, 052 16, 825 
| 43. Greece (amendment) | do 5, 867 233 6, 100 
; 44, Iran | Feb. 20, 1956 11, 300 | 1, 246 20, 018 
i 45. Pakistan | Mar. 2, 1956 16, 900 0 32, 652 
: 46. Indonesia do. 91, 800 6, 060 | 153, 510 
47. Spain | Mar. 5,1956 60, 000 4, 800 | 77, 296 
eee... 6. ened « Mar. 12, 1956 | 3, 826 174 | 4, 000 
49. Korea. - Mar. 13, 1956 39, 700 4, 300 59, 603 
50. Chile sinleniniirctee ‘ ~d do : 32, 500 2, 600 48, 339 
51. Spanish-Swiss (amendment) | Mar. 20, 1956 4, 607 393 9, 430 
52. Finland (amendment) | Mar. 26, 1956 12, 100 1, 000 18, 381 
53. Finland (amendment) } Apr. 26, 1956 | 2, 900 165 6, 718 
54. Paraguay : | May 2, 1956 2, 600 400 | 4, 273 
55. Peru n | May 7, 1956 2, 470 310 4, 364 
56. Turkey (amendment) ---.......-.--- | May 11, 1956 | 10, 143 1, 400 | 21, 374 
57. Portugal. , aa : May 24, 1956 6, 300 800 | 13, 657 
58. Japan 4 af. .b4 one : | Feb, 10, 1956! 59, 900 | 5, 900 98, 787 
59, United Kingdom ah | June 5, 1956 12, 000 186 12, 186 
Subtotal, July 1, 1955, through June 30, 
1956 _. i . 626, 489 | 56, 717 1, 012, 018 
60. Italy (amendment) --....-- ieee : .| July 5, 1956 7, 700 300 8, 000 
Oh. PHORROUNIINED a ices ss ~ doce at ; Aug. 7, 1956 268 7 396 
GR. PARMRRn.. <areer- nahdp. «gale ‘ Se 39, 000 7, 400 77, 882 


| Effective May 29, 1956, 


87767—57—pt. 3——28 
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Agreements signed from beginning of program through Dec. 31, 1956—Continued 
(Thousand dollars] 


| Market 








Estimated 

| | valueex- | | CCC cost 

Country Date signed | cluding | Ocean trans- including 

ocean trans- portation | ocean trans- 

| | ee portation 

1 
a de Aug. 8, 1956 15, 411 | 1, 789 23, 704 
eis RN on asda cpa cenatannncce Aug. 14, 1956 9, 200 600 12, 500 
65. India 3-year program. __...................| Aug. 29, 1956 305, 900 | 2 60, 200 553, 442 
66. Pakistan (amendment) ..-----..--- : Sept. 7, 1956 2) , 300 | 100 2, 400 
CRETE, as biases sick Sept. 11, 1956 9, 300 1, 400 17, 302 
68. Spain (amendment) .............---.---- Sept. 15, 1956 7, 000 | 414 7,414 
Gy eaeen GUeOME) - - ~~... eo ee nce a 2, 000 414 2, 414 
70. Spain. — Oct. 23, 1956 43, 800 5, 800 52, 674 
71. Finland (amendment) _- sommiie~e Oct. 24, 1956 1, 540 227 2, 949 
thn th be ethne tr -veedianedgicso<é Oct. 30, 1956 58, 400 2, 400 77, 608 
73. Voasdia via dlls iting sw sna hin en dom aie Nov. 3, 1956 89, 100 | 9, 756 148, 589 
SIG 6 cai dGns eee enctdiuuuepe sect Nov. 8, 1956 1, 400 1, 400 
I dh ititiesabiereusde<eeeenoues Nov. 12, 1956 39, 900 | 6, 400 69, 625 
76. Pakistan (amendment) -_--... RIVA 20, 600 | 5, 000 42, 800 
77. Thailand Gennteens. ksbaaled blend ‘ Dee. 14, 1956 gp eter ; 800 
, RE ee aduqembease Dee. 31, 1956 119, 700 | 19, 000 222, 300 
Subtotal, July 1 through Dee, 31, 1956_..|......--- 773, 019 | 121, 207 1, 324, 191 
Total, all agreements signed pee | 

Dec. 31, 1956. sdoghthhabnetnend ihheces 1 1, 729, 538 | 208, 797 | 2, 825, 848 








2 Includes $6 million estimated for ocean freight differential for which no rupee deposits are required. 


The balance, $54.2 million, only, is reflected in the currency use table. 


TitteE I—Pvustic Law 480 


Shipments from beginning of program through Dec. 31, 1956—Quantity and estimated 


market value 








| ' 
| Estimated || | Estimated 
| market value | market value 
Country Quantity | excluding Country Quantity excluding 
ocean trans- |} | ocean trans- 
portation | portation 
———— SS —— ee ——— 
| Metric tone | i Metric tons | 
Argentina 90,502 | $28,164,082 || Iran | 60, 599 | 4, 488, 550 
Austria 273, 354 23, 989, 333 || Netherlands 226 | 150, 563 
Brazil 557, 612 36, 092.426 || Korea. 326, 293 | 32, 165, 761 
China -- 12, 429 8, 507,610 || Pakistan 408, 413 | 60, 206, 417 
Chile. 172, 445 21, 232, 357 1] Paraguay __ 26, 326 2, 223, 661 
Burma. .. 9, 557 5, 477, 673 || Peru_- 103, 762 | 7, 062, 320 
Colombia.. 85, 236 13, 605, 345 ] Portugal 100, 629 | 6, 111, 546 
Ecuador. 19, 519 | 2, 839,895 || United Kingdom 17, 666 | 27, 001, 658 
Egypt | 289, 879 17, 100,000 || Spain 405,502 | 105, 812, 370 
Finland . 122, 457 | 19, 087, 489 \| Turkev 489, 294 | 35, 459, 849 
Germany -.- 5 1, 909 1, 636,599 || Yugoslavia. _- | 1, 364, 886 108, 802, 910 
Greece ___- 309, 162 | 27, 092,427 || Indonesia 299, 264 48, 670, 778 
Israel... : 438, 534 | 35, 140, 883 | France 400 650, 000 
Italy__- ese 142, 948 47, 313, 503 || Thailand 1, 200 1, 913, 000 
Japan ‘ 1,075,714 | 126, 584,726 || 
India. - 369, 575 | 30, 661, 313 Total 7, 575, 292 884, 505, 044 
OCEAN TRANSPORTATION COSTS 
Mr. Marsnauu. In your statement you say $200 million im ocean- 


transportation costs is to be financed by CCC. That is a subsidy to 
American shipping. Does that include all of the subsidy that is paid 
to American shipping? 

Mr. Garnerr. This is 480 and just on the half of the cargoes that 
move in United States bottoms. 

Mr. Marsnatni. The Commodity Credit stocks that are sold on a 
dollar basis and a competitive basis, how about them ? 
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Mr. Garnett. There is no freight involved. 

Mr. MarsnHau. So actually you have here a little additional em- 
phasis that is put on 480 and that exporters wouldn’t have in connec- 
tion with the regular program ; is that correct ? 

Mr. Garnett. This is an added cost of 480, and it is a dollar cost. 

Mr. Marsnatt, If it is an added cost wouldn’t that also be a lower- 
ing of the cost to the consumer end of it? 

Mr. Warren. I think that Mr. Marshall’s question is well taken. 
In other words, this foreign country, if it could get it through 480, 
not only would it get it for its own currency instead of dollars but it 
would get half the freight paid. Whereas if it bought commodities 
through normal channels on a competitive dollar basis, whoever buys 
it has to pay the freight. 

Mr. GARNETT. This does not affect the price to the exporter. They 
have to pay the same amount, we will say if he moved it on a Japanese 
vessel—in the dollar equivalent, but he wouldn’t have to pay it in 
dollars. So the cost to the importer would be the same. As a drain 
on the country’s dollar budget, this is a saving. In other words, it 
isn’t free. We will say that it goes to India. The Indian importer 
has to pay and deposit Indian rupees for the cost of the freight. 

Mr. Wurrren. Including the $200 million? 

Mr. Garnett. Yes,sir. That is not a gift. 

Mr. Wuirren. Except to the Government. 

Mr. Garnetr. Except to the Government, and they put up the 
local currency. 

Mr. ANDERSEN. In other words, we get $200 million in local currency 
abroad for this $200 million put out by Commodity Credit? 

Mr. Garnett. That is correct. 

Mr. Horan. However, we should keep it clear, there this $200 mil- 
rot is required by the amendments offered by our colleagues from the 

Carolinas, Herb Bonner, and my own colleague from the State of 
Washington, Thor Tollefson, to require American bottoms for 50 per- 
cent of our shipments. Presumably the other half of the shipments 
would be shipped on foreign bottoms at a lesser freight cost. 

Mr. Garnett. Not nec essarily a lesser freight cost, but at no cost 
to the United States. In other words, they might schedule to move 

it in a Greek bottom and pay for it out of their own currency. 

Mr. Horan. That is right, but half of it we have to pay our own 
merchant seaman the going standard American wage which is higher 
than the other shipping countries, although I understand the tend- 
ency is for their wages to rise because these foreign seamen find out 
what our boys are getting and I understand there is a considerable 
movement in the direction of i increasing their wages, too. 

Mr. Wuirren. I don’t understand what you have just said, Mr. 
Garnett. Both totals include about $200 million in ocean transporta- 
tion costs to be financed by CCC. 

Now, that means that the CCC is paying out $200 million in con- 
nection with this shipping which will go to these American ship 
lines. 

Mr. Garnett. That is right, sir. That adds to the c. i. f. value 
of the cargoes. That adds $200 million to the c. i. f. value of the 
cargoes which the receiving country has to put up in local currency. 

Mr. Wuirren. You may proceed. 
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Mr. Garnett. In relation to the $1.8 billion worth of commodities 
programed at export market value—excluding ocean transportation— 
more than $900 million worth has already been exported. About $800 
million worth has been programed in the last 6 months, during which 
period the large 3-year Indian and Brazil agreements were signed. 

Commodities programed to date total ne: uly 16 million metric tons, 
of which nearly half has already been shipped. 

During fiscal year 1956 title I exports amounted to more than $43 
million, market ‘value, or 12 percent of the total United States agri- 
cultural exports. The program has given strength to our foreign and 
domestic markets. 

For exaniple, title I agreements will result in the exportation of 
about 440 million bushels of wheat and wheat flour, of which nearly 
200 million have been exported; over 20 million bags of rice, of which 
12 million have been exported; 2.6 million bales of cotton, of which 
1.3 million have been exported; 140 million pounds of tobacco, of 
which 100 million have been exported ; 1.2 billion pounds of cotton- 
seed oil and soybean oil, of which 775 nillion have been exported. 
Other commodities programed include about 150 million pounds of 
meat and meat products and about 200 million pounds of lard. 

Mr. Anpersen. Why is there no corn, or oats, or barley in that list ? 

Mr. Garnett. I can give you that in just a moment; 65.9 million 
bushels of feed grains. That is corn and other small grains. 


EXPORTS OF FEED GRAINS 


Mr. Anpersen. You realize, of course, we are in difficulty in rela 
tion to the feed grains in this country ? 

Mr. Garnett, 1 have a large lowa corn farm myself. 

Mr, Anpersen. I do think it would not be a mistake to help out 
these particular commodities in which we have the most difficulty. 

Mr, Garnert. li I may explain this, the principal feed grain im- 
porters are in northern Europe. In the United Kingdom, Germ: ny, 
the Netherlands, Belgium, and Denmark. Their markets are liberal- 
ized. They buy all of the feed grains they can sell mternally. If 
we were to program feed grains into those countries it would be a 
simple displacement of what they would buy for dollars. So that 
our areas where we can program feed grains under 480 are somewhat 
limited to the less-developed countries. 

Mr. Anversen. Can you give the committee an idea as to what that 
amounts to in terms of dollars or bushels of feed grains going into 
the northern European countries ? 

Mr. Garnett. I can say this, that last year we had an all-time high 
export of fed grains that ‘amounted to about 7,500,000 long tons. This 
amounted to about 20 percent of the feed grain that moved into com- 
mercial markets. That is moved off the Free The great majority 
of that did go to these northern European countries. Well, we will 
insert in the record the destination of those feed grains. 

(The material requested follows :) 
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United States exports of feed grains to Europe and other destinations, 1955-56 } 


[Long tons] 








Destination Corn? | Oats3 Barley‘ | Grain Total coarse 
| | sorghums grains 
Europe: 
Iceland . P 159 | 100 145 404 
Sweden ; Lice dades 6, 270 | 4, 205 | 6, 850 36, 254 
Norway... 49, 717 211, 392 
Denmark 2 AE a ee 16, 992 | - irae 119, 140 
United Kingdom at a 7 1, 151, 151 i | 1, 582, 375 
Treland Jee ‘ | 93, 093 .| 201, 511 
Netherlands ‘ 351, 757 | 210, 014 | 557, 1, 362, 146 
Belgium and Luxembourg 302, 265 98, 285 591, 965 | | 1, 287, 807 
France _- .- ibis ced 101, 118 |--- in 3, 100 | | 104, 218 
West Germany ‘ 161, 644 6, 025 218, 495 328, 129 714, 293 
East Germany - | ; s 
Austria 203, 996 . . " 203, 996 
Czechoslovakia 146 no heueee 146 
Hungary - _-.-- | | | 95 
Switzerland - -- 20, 969 | 19, 703 46, 985 4, 836 92, 493 
Finland - . 18, 967 |.-..- | . 9, 830 28, 797 
Poland. -.- ‘ 840 | . 840 
Russia bs “a 4, 886 | . | 4, 886 
Azores / i | > all ‘ .| ical 
Spain Aicisiees dacs 3 48, 233 | aat 32, 960 | 81, 193 
PONG sical htaon din d oan otis 282 | a a 282 
Malta, Gozo, and Cyprus---- | : | o 
Italy__- : 71, 493 | 2, 996 | QT ja 74, 516 
PN sheds 4 4taha ses a 28, 714 | ; 28, 714 
Yugoslavia. : ca : 737 | a | 737 
Greece_-... (Ji. at. é 43, 075 | 18, 751 | 61, 826 
Rumania oa 5 YS4 |. : - 984 
Others. Lit bea sic) ehbs sale ERT is wii at sock yeas 
Total to Europe Sananiitaes _...| 2,677, 583 360, 079 1, 540, 522°} 1, 620, 861 | 6 199, 045 
All others....... baw =b isis s-h 4-1) 55,378 | 659,549} 197,202} 1,327, 294 
Worms totem ce da Lila 3, 092, 748 445, 457 2, 200, 071 | 1,818, 063 | rf 526, 339 
Equivalent thousand bushels_.........-.--| 123, 710 29, 082 102, 668 | 72, 722 328, 182 


Excludes exports to the United States armed services abroad. 

2 Includes corn meal and corn flour, hominy and grits, and cornstarch. 
§ Includes oatmeal in packages and bulk. 

4 Includes pearl barley and malt. 


Source: Compiled from official records of the Bureau of the Census, U. S. Department of Commerce. 
A}l figures converted to long tons grain equivalent. 


Mr. ANpERSEN. That would seem to indicate that you people are 
keeping this problem in mind. 
Mr. Garnett. We are very much concerned with it. 


EMPHASIS PLACED ON DISPOSALS UNDER PUBLIC LAW 480 


Mr. Wuirren. Mr. Garnett, looking at your report again you come 
to market development, after discussing normal sales with dollars on 
a competitive basis. 

I spoke to one of your predecessors and pointed out all the problems 
in connection with sales under 480. ‘Then he made an aside and said, 
“Of course, in this particular instance we sold them for dollars.” 

I interrupted to say, “Well, it looks like anybody with common 
Judgment would try to sell it for dollars, first.” 

I say here with all due deference, if you send out releases from your 
Department in the same language as your presentation to this com- 
mittee, they would think that you were stressing Public Law 480, be- 

cause 480 takes all precedence in your statement here, above sales for 
dollars. You are going into 480 continuously and then you finally get 
around to normal sales. If your releases from your agency go out in 
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the same way as this, your people in the field would get the impression 
that that is where the emphasis is. 

Mr. Garnett. I accept the point as being well taken but I do want 
to assure you that our objective is not to move commodities for local 
currency if there is a possibility of moving it for dollars. 

Mr. Wurrren. I am going to accept your statement. Although I 
have had some complaints about the Foreign Agricultural Service 
giving too much emphasis to Public Law 480. 

If you have people going around over the world telling them you 
will sell it for local currency, it is pretty hard to talk to them about 
selling it for gold and silver. 

Mr. Horan. As long as we have 480 on the books, though, Mr. Chair- 
man, I thing it will continue to be a roadblock in the way of market 
development which Mr. Garnett is about to discuss. As long as it is 
there, there will be those countries who will plead poverty and will 
be wanting 480 sales or supplies. 

Mr. Wurirren. I would personally vote to repeal 480 tomorrow. 
Unfortunately, I am in the minority. 

Mr. Horan. I don’t know but what I join you. 

Mr. Wurrren. This emphasis has been placed on 480 until the 
average member of Congress thinks we are dependant upon 480 to 
move these commodities. I think that belief is erroneous. I think 
maybe we are going in the wrong direction with the emphasis on 480. 
But it is a congressional action that is provided. I agree with that. 

Mr. Horan. I attended the International Wheat Agreement sessions 
in London about 6 years ago and without any embarrassment what so- 
ever the delegate from India got up and said, “We need food but we 
simply haven’t got any money.” 

We have met that demand with gifts, almost. Certainly in Pakistan. 
But the fact is there and until we get rid of it, we will have to learn 
to live with it, some way. 


DEVELOPMENT OF FOREIGN MARKETS 


Mr. Garner. The Foreign Agricultural Service has continued its 
efforts in developing foreign markets for United States agricultural 
commodities. The first objective is to open the way for sales through 
private trade channels for dollars, and where this is impossible, sales 
for foreign currencies are made. The steps which have been taken 
in working toward this objective are set forth in a recent report on 
market development. We hope you will find in it answers to some 
of the questions which I am sure that you have. 

We are now issuing on a regular basis, as a means of bringing to 
our attachés market information which they need, an internal publi- 
vation which we have named Spotlight. We are using this as a 
quick, convenient, and economical method of getting pertinent infor- 
mation to attachés and other workers. 

I would like to add here that there is no information in Spotlight 
on Public Law 480. 

We have underway 64 market development projects in foreign coun- 
tries using local currencies provided under section 104 (a) of Public 
Law 480, and 17 additional projects about ready to be signed by the 
cooperators. The projects are largely carried out through agreements 
with United States trade groups who also share in the cost of the 
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project. Trade groups in the foreign countries are also participating 
in many cases and carrying a share of the cost of the project. While 
most of the projects are just getting underway, we are seeing some 
gratifying results from some of them. We have a very active cotton 
textile promotion project in 7 where domestic sales of Japanese 
cotton goods have increased in terms of cotton from 120,000 bales 
per month in 1955 to 160,000 bales per month in 1956. Cotton market 
development work is also being carried on in 6 other countries and 
2 more will be added soon. A nutrition project in Japan is bringing 
useful nutritional information to Japanese housewives and resulting 
in an expansion in the use of wheat products. Considerable progress 
has been made in initiating similar projects in other countries. We 
shall be happy to indicate the projects which are underway in the 
various countries and their scope and the participants in them if you 
so desire. 

Mr. Horan. May I comment right there? 

Mr. Wuirten. I think it might be well for him to get the informa- 
tion in the record. 

(The information requested follows :) 


List of authorized foreign currency market development project agreements by trade 
organizations, showing country, date and contributions 


{Stated in approximate dollar equivalents] 








| Project agreements (contribu- 
| tions in United States dollar 
| | equivalent) 
Trade organizations |Program agree-| Country Date ‘ o 2 = 
| ment date | | | 
| | United | Foreign 
| FAS States |cooperator 
| cooperator) or others 
‘i 
| Pt ; 4 
Tobacco: Tobacco associa- | Feb. 7,1956 | Thailand....| Jan. 18, 1956 8, 000 800 2, 000 
tions. Spain_......| Mar. 19, 1956 14, 534 1, 000 5, 227 
| Japan. _.| Apr. 26, 1956 157, 700 8 135 17, 500 
| | Italy........| Aug. 20,1956 | 31,071 5, 000 3, 000 
| | Austria.....| Aug. 22, 1956 | 6, 800 1, 000 1, 600 
Finland _---| do 7, 160 1, 500 3, 394 
France. .--.- ..do | 8, 100 1, 500 2, 400 
Korea | _.do 9, 000 750 900 
| Thailand___.| Nov. 21, 1956 30, 307 1, 500 100, 000 
Cotton: | 
National Cotton Coun- | May 23,1955 | Regional_- May 23, 1955 216, 000 
cil. France.....-| Jan. 27, 1956 35, 000 35, 000 
Japan. do 69, 795 | 136, 200 69, 795 
Germany...| June 1, 1956 21, 230 21, 23¢ 
June 1,1956 | Regional_- .do ; 23, 000 5, OOK 
| Colombia...| July 15, 1956 | 559 1, 520 
Cotton Council Inter- | Jan. 1,1957 | Supervisory.| Jan. 1, 1957 295, 000 125, 000 , 
national. | France | Dec. 28, 1956 275, 000 275, 000 
Japan 65st .-| 187, 500 187, 500 
Spain... .do il 135, 872 135, 872 
Italy Jan. 18, 1957 250, 000 250, 000 
Switzerland.| Feb. 8, 1957 119, 918 119, 918 
Austria _.| Feb. 13, 1957 09, 653 99, 653 
Germany __.| Feb. 14, 1957 265, 914 265, 914 


1 Not specified. 
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List of authorized foreign currency market development project agreements by trade 
organizations, showing country, date and contributions—Continued 


(Stated in approximate dollar equivalents] 





Program 
Trade organizations agreement 
date 
Fats and oils: American | Feb. 7, 1956 
Soybean Association. 
Dairy and poultry: 
Dairy Society Interna- | Feb. 8, 1956 
tional. 
Institute of American | May 2, 1956 
Poultry Industries. | 
Holstein Friesian Asso- 
ciation. 
Grain and feed: 
Oregon Wheat Growers’ | Sept. 21, 1955 
League. | 
Millers’ National Fed- 
eration. 
Nebraska Wheat Com- 
mission. 


Wheat Publications 


Livestock and meat prod- | 


ucts: 
National 
Association. 
Livestockmens’ Visit-- 
Joint United States 
Peruvian Agricultural 
Service (SCIPA). 


Fruits and vegetables: Aus- | 


trian Fruit Catalog. 
Miscellaneous: 


German Food Inspec- 


tion. 


Renderers’ | 





Economic Intelligence | 


Unit (London Econ- 
omist). 


Total . 


‘ Not specified. 


June 15, 1956 


Jan. 28,1957 





Feb. 21, 1956 
Aug. 3, 1956 | 
| Jan. 14, 1957 


| Austria 


Country 


} Japan 


Regional. 


Colombia 
Thailand... 
Colombia 
Chile._...._- 
Regional. 


Chile. 


Japan 
Thailand 
Korea. 
Colombia. - 
do... 
Italy 


do-. 


Japan- 
Korea 


TR ncik mad 


do 


Regional... 


do 





Date 


Apr. 
June 


Mar. 


June 
Aug. 
Jan. 
Aug. 


Oct. 


| Apr. 


Oct. 


Mar. 


July 


Sept. 


July 


Oct. 


Sept. 


Feb. 


Sept. 


3, 

1, 
27, 
26, 
24, 
10, 
31, 


11, 
26, 
ll, 
21, 
il 
29, 

5, 
18, 


19, 


19, 


28, 


Project 
butions 
| 
FAS 
a Pv 
1956 75, 000 | 
1956 | 2,300 | 
1956 4, 740 | 
1956 | 145, 513 
1956 64, 570 
1957 9, 500 
1956 | 134, 261 | 
1956 | 1,075 | 
1956 | 391, 800 | 
7,037 
1956 8, 500 
1956 12, 434 
1956 44, 100 
1956 10, 130 
5, 600 | 
1956 | 7, 400 | 
1, 805 
| 6, 000°} 
1956 | 13,500 | 
1956 | 25, 000 
1956 6, 300 | 
1956 | 25, 500 





|3, 269,178 | 393,840 
| | 


| Cooper- 








agreements 
in 


ator 


nw 
& 


& 
= 


— 
“1 Don Ww 
oe 
~~ 
ou 


, 000 | 
2,000 | 
1, 500 
6,000 | 
6, 900 


6, 000 | 


700 | 





United 
dollar equivalent 


Contri- 
States 


| 3d parties 





7, 500 
1,078 


(‘) 
()) 


(4) 


, 788 


77,025 


1, 210 


1, 756, 255 
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List of trade fairs. in which the U. 8S. Department of Agriculture participated using 
foreign currencies showing dates, cooperators, and contributions 


[In dollars equivalent] 





| E : 

| Contributions 
} 

| 








| (United States 
| dollars equiva- 
Trade fair Date | Cooperator lent) 
FAS Cooper- 
ator 
Cologne, Germany__.| Oct. 1-9, 1955.__- | USTA : chat. <2 
Bogota, Colombia..__| Nov. 25-Dee. 11, 1955._..-...| Depar tme nt of Commerce | 66,118 | 262,367 
| OITI 
Ciudad, Trujillo.....| Dee. 20, 195% 5-Feb. 27, 1956_- ae eee s . ; 
Osaka, Japan Apr. 7-22, 1956. - -- do.?__- ‘ ..} 150,000 15, 267 
Barcelona, Spain_._...| June 1-20, 1956. _. . USIA. | 169, 568 50, 000 
Rome, Italy..........| June 18-30, 1956_-- ..| Ns atio nal Association of Food 223, 700 75, v00 
Chains. 
London, England__..| Aug. 28-Sept. 15, 1956_ Department of Commerce 2 4 150, 000 
Salonika, Greece_....| Sept. 2-25, 1956_.-_- -- : PA cies 103, 500 101, 500 
Zagreb, Yugoslavia Sept. 7-20, 1956_- a. 80, 000 81, 700 
Vienna, Austria......| Sept. 9-16, 1956_. . 49, 000 91, 000 
Bari, Italy 4 ; Sept. 9-27, 1956_. Department of Commerce 2_. 419, 000 . 
Bogot: 1, Colembia....| Nov. 25-Dee. 9, 1956... Millers’ National__-. 9, 187 2, 000 
B: inekok, Thail ind- | Dee, 7-31, 1956... . te 4, 869 
Harnden Contract #..| Jan. 4, 1957_- 342, 713 
Verona, Italy .| Mar. 10-19, 1957. 14, 500 
Tokyo, Japan May 5-19, 1957_- 155, 000 
Barcelona, Spain_--- June 1-20, 1957_. 25, 816 
Cologne, Germany...| Sept. 28-Oct. 6, 1957__. ss 2, 000 
TOMA wn -cnnoe pans «dah sath ee ; ..--|1, 423, 471 828, 834 


1 Paid in United States dollars. 

2 The overall agreement with the Commerce Iepartment provides that the 2 Departments will jointly 
defray expenses of the several fairs. This resulted in Commerce paying Agriculture's expenses in Lond on 
Fair and Agriculture paying Commerce’s expenses in some of the other fairs 

3 Contract to design, construct, and carry out exhibits in 8 fairs; Verona, Bari elona, and Cologne. 

4 Agriculture paid $19,000 toward expenses of the Bari Fair under the overall agreement but did not par- 
ticipate in the fair. 


Mr. Horan. I want to tie this in with the wheat we are exporting 
from our area. Wheat is away above the loan price in the Pacific 
Northwest, now. It is made possible by the fact that we are exporting 
to Japan. So isthe Cotton South exporting there. You might com- 
ment briefly on the fact that Japan is feeling some resentment toward 
efforts to cut down the importation of Japanese textiles back into this 
country made out of cotton from Mississippi, by people who eat wheat 
from the State of Washington. It is something we are going to have 
to face as we look for foreign markets. 

Mr. Garnetr. We are very much concerned, Mr. Horan, with the 
current public opinion toward the United States in Japan. We are 
afraid it might act adversely toward our export program. 


INTERNATIONAL TRADE FAIRS 


We have placed exhibits of our agricultural commodities at 11 inter- 
national trade fairs to date and plan to participate in 6 fairs in this 

calendar year. We exhibit farm products, and in many cases samples 
hi ave been passed out to acquaint individuals with the quality of our 
products. The United States agricultural exhibits have been the 
outstanding feature at many of these fairs. 

Mr. ANDERSEN. Which are the six fairs that you intend to partici- 
pate in, in 1957 ¢ 

Mr. Fraser. The ones we intend to participate in are Verona, Italy ; 
Barcelona, Spain; Cologne, Germany ; Tokyo, Japan; Bogota, Colom- 
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bia: and Zagreb, Yugoslavia. It is still uncertain whether we will 
participate in the trade fair in Rio de Janeiro. There is possibility 
for participation in Indonesia and Palermo and Bari, Italy. 

Mr. Anpersen. When will the one be in Rio de Janeiro, sometime in 
the fall? 

Mr. Fraser. I think that is correct, September or October. 

Mr. AnpersEeN. Thank you. 

Mr. Garnett. Extensive work has been done in studies of the qual- 
ity of wheat and cotton on world markets and a similar study is now 
getting underway on rice. These studies will aid work to improve 
the quality and compare United States products favorably. The re- 
sult will aid United States producers and trade to meet world competi- 
tion in such products. 

Consideration is being given to the desirability of setting up United 
States agricultural trade centers in Rotterdam and Tokyo to familiar- 
ize importers with United States farm products marketable in those 
countries. 

Mr. Anpersen. Now, Mr. Garnett, if they are established, they 
would be along permanent lines; would they ? 

Mr. Garnett. That is right. They would be of a much more mod- 
est nature. They would have to depend almost wholly upon the par- 
ticipation financially of cooperating United States trade groups in 
which I would think that the activities of the Department would be 
limited more or less to coordination, continuity and arrangements and 
that type of thing. 

Mr. Anversen. I recall in 1953 when we were in Germany, how 
disappointed we were in connection with the caliber of our United 
States exhibits at a particular trade fair. It made us feel that there 
was something lacking, that the great United States of America was 
not properly represented. To me, I think it is very important that 
we should compete with other nations throughout the world where 
there might be big trade fairs of that nature and do our best to put 
before the people a little idea of what we in the United States can 
produce and what we have to sell. 

I would make an exception as to that. I doubt whether I would 
think it is good policy to go behind the Iron Curtain countries to any 
great extent. There might be exceptions. 

Mr. Garnetr. We have as you know been using the local curren- 
cies to finance participation in these trade fairs. 

Mr. AnperseEN. I think that is a wonderful place to use such money. 

That money is going to be of very little use to the taxpayers of 
the United States. I can see where we are likely to turn back to those 
foreign nations the foreign currency that we have accumulated in 
those particular countries. That is, referring to our 10 percent. If 
we can utilize some of that at least in promoting our own welfare 
abroad, more power to it. 


FOREIGN COMPETITION 


Mr. Garner. The next subject is competition. 

As directed by this committee we have expanded and intensified our 
studies of foreign competition. In meeting the limit of $400,000 spec- 
ified by the committee for this activity we have not included any of 
the time of our agricultural attachés although they make a substantial 
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contribution to our competition work. We have met the requirement 
with work conducted in the foreign competition branches of the com- 
modity divisions and in the Foreign Agricultural Analysis Division. 

A comprehensive report of the work in foreign competition was 
released on January 17 of this year and has been made available to this 
committee. 

Among the competition studies made in the past year are a study 
of competition between cotton and synthetic fibers in Europe, as well 
as cotton competition from Greece, Turkey, Syria, Iran, Iraq, Pakis- 
tan, India, and in Mexico. On-the-spot studies relating to dairy prod- 
ucts, grains, fats and oils, and livestock products have been made in 
Australia, New Zealand, Argentina, Netherlands, and Denmark. Cot- 
ton competition studies are being planned for Egypt, Sudan, Belgian 
Congo, and Uganda. 

The expansion of agricultural production continues as a primary 
objective of many foreign countries; many foreign governmental 
measures promote and foster this objective. Expansion is designed 
to lessen the needs for imports or provide larger quantities for ex- 
port. These tend to increase the competition that United States farm 
products face in foreign markets. 

In order to strengthen competition work as directed by this com- 
mittee we are assigning a high-level staff member to coordinate and 
stimulate foreign competition activities. Under his guidance we 
expect to intensify and make our work on competition even more 
effective. 

TRADE AGREEMENTS 


It is not contemplated that any extensive negotiations for the reduc- 
tion of tariffs will be undertaken during the forthcoming fiscal year. 
Efforts will be renewed, however, to obtain the relaxation of restric- 
tions and the removal of discriminatory trade practices encountered 
by United States agricultural products in world markets. 

An overall review by the member countries to the GATT—General 
Agreement on Tariffs and Trade—on the continued application of 
trade controls growing out of balance of payments difficulties has been 
scheduled for this summer and early fall. Considerable work will be 
done by country and commodity specialists in preparation. We are 
placing increasing emphasis on direct bilateral negotiations to gain 
greater access to foreign markets for our farm products within the 
framework of GATT and based on United States leadership toward 
liberalizing foreign trade. 


WORLD AGRICULTURAL POLICY REPORT 


With the improvements in quality and scope of foreign agricultural 
intelligence reporting, occasioned by the expanded USDA Attaché 
Service, it will be possible to prepare a report on world agricultural 
policy for release about September 1. It will highlight foreign gov- 
ernment action designed to increase production, promote exports, and 
control and direct imports, and will analyze the effects of these actions 
on United States agricultural trade. It will have a standard format 
for highlighting foreign policy actions, country by country, and will 
concentrate on those countries most important in our agricultural 
trade. 
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Mr. Anpersen. Mr. Garnett, I think we have just touched upon 
what is probably your most difficult subject, or problem, have we not, 
and that is, how to arrive at agreements fair to everybody eoncerned 
and yet designed not to be harmful to our own people. 

I hope that in your consideration of any such agreements that 
above all, your service will keep in mind that the U Inited States of 
America should come first, Iam sure you do, but I am a little bit 
disturbed about some of these articles that I have read lately about 
prospects of liberalizing trade, and to me that simply means that the 
American farmer is going to take it in the neck still a little further. 
I am sympathetic with Mr. Whitten and his cotton problem. I can- 
not grow too sympathetic with the Japanese people in trying to help 
them put too much of their cheaply produced cotton fabrics into this 
country, because in the final analysis that will mean lower wages for 
a lot of our own people, or putting a lot of our own people out of work 
entirely and I think it is a very touchy subject and the sole purpose 
ef my opening this discussion is that I hope the Foreign Agricultural 
Service will move very slowly and very carefully in this particular 
field. 

Mr. Garner. Let me assure you that we are preoccupied primarily 
in using the trade agreements machinery to gain access to foreign mar- 
kets for our own farm products. 

We have section 22 of the Agricultural Adjustment Act and section 
7 of the Trade Agreements Act to protect domestic farmers. We have 
no hesitation to use them and carry out the law just as it is written 
and as near as we know it was intended by the Congress. 

Mr. Anpersen. Have you noticed any tendency in our foreign re- 
lations with regard to these agreements to trade off the interests of 
American agriculture in behalf of making it easier for our industry to 
export their products abroad ? 

Mr. Garnetr. I have heard such comment. I was not closely asso- 
ciated with the programs at the time. I can assure you that that isn’t 
happening at the present time. I know that other agencies of Gov- 
ernment know that there is a voice of agriculture that is quite loud in 
all of these discussions, at this time. 

Mr. AnpperseNn. Thank you. 


POLICY ON FOREIGN SALES OF TOBACCO 


Mr. Wurrren. Having gone through the problem where we were 
cutting down the American cotton farmer and at the same time 
furnishing the money and the umbrella for foreign expansion, it 
makes me very disturbed to think we are doing the same thing to ow 
own tobacco producers. 

Our last report says: 


Information gathered at these meetings also raises a serious question about 
the present United States policy as to offering tobacco in wor!d trade channels 
at 90 percent of parity levels. It indicates that tobacco may be going down the 
same road as cotton. While immediate effects may not be noticeable in the 
near future, this policy will eventually place the United States tobacco growe1 
in the same disadvantageous position as the American cotton farmer. Over 
any length of time the United States cannot sell tobacco in world trade at 
above competitive levels. Increased production in other countries plus protec- 
tion of a United States price umbrella would eventually allow foreign compet- 
itors to take over all tobacco markets. 

A tobacco dealer in Hamburg stated that very little United States tobacco is 
being purchased in Germany this year—because of price differentials. 
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If we offered the sale of this tobacco competitively in world markets 
we would retain our present markets and probably our share of the 
expanding markets. 

The information given to us in our meetings was that while we 
were keeping our exports fairly stable, the exp: anding tobacco markets 
in the world are going to foreign competitors because we wouldn’t 
make our price competitive. 

Again, it doesn’t require a change in the law. It requires only a 
change in policy, I don’t mean to belabor the subject of cotton again, 
but for 3 or 4 years I said continuously that cotton wasn’t sur- 

Ins to the world demand but was surplus to the local demand and was 
Being held off the world markets. 

Today, tobacco is not in surplus if offered competitively on the 
world market. I mention that in trying to bring about consideration 
of this aspect by the Dep: irtment, 

Mr. Horan.. Mr. Chairman, may I point out one of the reasons we 
became so excited about our foreign agricultural relations some 6 or 
7 years ago. We instituted the point 4 program and some of our techi- 
nicians went down into the Aegean Peninsula, and taught those folks 
how to grow better tobacco and then Barnyard Gibbs, who was with 
Foreign Relations as a tobacco specialist discovered that the fellows 
teaching those folks to grow better tobacco were actually organizmg 
and accompanying parties who went through Europe helping to sell 
this foreign tobacco in direct competition with American tobacco. 

Barnyard Gibbs went back to his Missouri dairy ranch. He threw 
up in disgust. We hope to correct that very thing by having a se rvice, 
we trust, that is de eply imbued with the knowledge that this service is 
supported by American taxpayers and should serve American pro- 
duce ie 

Mr. Narcrer. Mr. Chairman, will you yield to me at that point? 

I am 1 glad that you brought out this matter concerning tobacco. 
I agree with you absolutely. 

In reading over the printed report of your travels, I paid particular 
attention to this one matter and since this report has been released I 
have received either 5 or 6 letters pointing out this particular matter. 

Mr. Wuirren. Thank you, Mr. Natcher. 

Mr. Garnetr. We appreciate your comment, and I think you know 
that the tobacco problem is probably receiving more consideration 
with the tobacco industry and trade in the Dep: tment than any other 
commodity at the pr esent time. 

Mr. Warren. One of the reasons that we are in this predicament 
with cotton, and one of the reasons we may be in it now with regard 
to tobacco, is due to people in the trade and people in the Congress. 
Congressmen like to say that this support program hasn’t cost us a 
dollar. This sounds good, but if we are losing foreign markets and 
losing our share of increasing markets, it is costing the farmer some- 
thing, even though it might not show up in the dollar return. 

Then you have people in the trade—cotton and tobacco—who want 
you to hold the OCC supplies off the market so the man can get more 
money for this year’s crop. But in the processes the farmer is drying 
his acreage up and giving the overseas market to someone else along 
with moving acreage overseas. In the final analysis, if we keep world 
supplies of any commodity tight enough to bring a high price at 
home, we will be losing world “markets and expanding foreign pro- 
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duction. If we want markets and acreage we are going to have to sell 
what we produce. 

Now, as we do that, we may come around to a change in price sup- 
ports where we will support a share of the domestic market and let 
the rest go unsupported. But unless we want the farmer to be re- 
stricted to the domestic market, we will have to insist that CCC use its 
authority to sell at competitive prices in connection with any of these 
commodities. . 

Mr. Marswauu, If the chairman will yield to me, I might say in 
connection with the soil conservation and domestic allotment act that 
the people who framed that act contemplated just what my chairman 
is saying; when they made provision in that act, as my chairman has 
so vociferously brought out in a number of cases, where these commodi- 
ties could be disposed of at a competitive price. So they did antici- 
pate such a thing happening, and made provision for it in the act. 

Mr, Wuirren. It has been in the law all the time. 

Mr. Anpersen. Mr. Chairman, I want to say at this point that I 
don’t know of any Member of Congress who has so persistently fought 
for a principle as has Mr. Whitten, of Mississippi, and to me it is the 
fight that he has put up to make the Congress aware of the fact that 
we must offer our commodities abroad for sale—the fight that Mr. 
Whitten has put up, I repeat, shows what can be done if a man is per- 
sistent enough and determined enough to try to educate the other Mem- 
bers of Congress to see his point. He has done a wonderful job. I 
think all of you gentlemen will agree with me. 

Mr. Wuirren. I appreciate that statement from my colleague from 
Minnesota. 

I do want to say all the members of this committee, including the 
gentleman from Minnesota, have stood behind efforts to retain and 
regain world markets. This committee has been united behind the 
provision in the law whereby we demand an investigation of where 
the money goes between the farmer and the consumer which has been 
very helpful. This committee was united in its writing into the bill 
a requirement that we set up a sales organization and program which 
has worked very carefully. I have been disturbed with the last an- 
nouncement of the Secretary in connection with the cotton export 
program. It reads well, but it has many hedges in it. We will dis- 
cuss this matter with him, but once again that has been allowed to 
creep into his announcement—something about protecting our com- 
petitors. We were letting our competitors set the policy in the United 
States, which meant they sold the cotton and we paid the storage 
on our own. 

Mr. ANpbersEN. Furthermore, Mr. Chairman, I want the record to 
show at this point that it has been the work of this subcommittee in 
years gone by which has made it possible for the Foreign Agricultural 
Service to get its spot in the sun. It was due to our agitation in 
getting this Service separated from the Department of State and made 
an entity of its own, that has given you gentlemen the opportunity to 
do the good job you are doing today. 

Mr. Garnetr. We do appreciate the support we have had from 
this committee. 

Mr. Wuirren. You may proceed. 
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COOPERATION WITH INTERNATIONAL COOPERATION ADMINISTRATION 


Mr. Garnett. FAS is continuing to provide leadership in the De- 
partment for training programs and technical support for the ICA 
agricultural programs. This service is provided as requested by ICA 
and is carried on with funds provided by that Agency. 


IMPORT CONTROLS 


Commodities subject to the provisions of section 22, that is, those 
for which the Department has undertaken price support or other 
programs, are kept under constant surveillance to determine whether 
the provisions of section 22 may need to be made applicable. Com- 
modities on which import controls are currently in effect, under this 
section, are likewise under continuing scrutiny to determine if such 
controls should be removed or modified. During the fiscal year 1957 
the Secretary has recommended and the President has ordered the 
Tariff Commission to investigate imports of three commodities, viz, 
butter oil and other butter substitutes, dates, and dried figs and fig 
paste. The licensing of imports of those dairy products which are 
under quota is a continuing responsibility. 


PUBLICATIONS 


FSA has made a concerted effort to improve its publications as a 
means of more effectively serving the needs of American agriculture. 
The magazine Foreign Agriculture has been reorganized and pointed 
more directly toward meeting present-day needs. 

The Chart Book, issued annually, has been completely redone to 
increase its attractiveness and usefulness. We have published in- 
formative reports on the world agricultural situation, foreign com- 
petition, and market developments. 

Efforts to make similar improvements in other publications are 
underway. We are arranging a series of world crop and livestock 
reports so that they may be more useful and as nearly as possible 
parallel United States domestic crop and livestock estimate series. 

We have worked directly and with the USIA on the dissemination 
in other countries of information as to United States farm products, 
policies, and programs. There is an important job to be done in 
creating the proper climate and attitude to United States farm prod- 
ucts and policies through news media in each foreign market. 

To implement this undertaking we are adding a person who will 
provide materials which can be channeled through USIA and our 
agricul‘ural attachés into foreign news media. 


INCREASES REQUESTED FOR 1958 


The budget before you for salaries and expenses provides for an 
increase of $633,500. Of this $152,300 is for retirement costs which 
have not previously been borne by this appropriation and $481,200 1s 
for expansion of the agricultural attaché program. Of this latter 
amount, $157,000 is for home leave of attachés now serving overseas. 
The remainder is for establishment of 5 new attaché posts and addi- 
tional personnel at 9 other posts. No increase is provided for ex- 
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Reet in Washington for any purpose except retirement costs. 

A year ago we had not finished our first staffing plans and indicated 
to you that we wanted another year of experience in the field before 
proposing any expansion in overse: is staffing. With this year behind 
us, We are now requesting some increases in attaché assignments. 

These increases are based on the principle of filling gaps in coverage 
primarily where experience has shown that importance of the area or 
geographical limitations have made it difficult to operate effectively 
with our present staff. We are proposing to create new posts at 5 
points and to strengthen 9 existing posts. The addition of assistant 
agricultural attachés or additional local help will serve to free the 
attaché for greater effort in market development and will provide an 
opportunity for our now junior personnel to become better trained to 
serve at attachés, 

In view of the large areas to be covered, and our insistence on at- 
tachés becoming familiar with the agriculture of the country to which 
assigned, substantial increases in attaché travel funds have been pro- 
vided. Considerable travel from the United States has also been re- 
quired to keep in touch with overseas problems and provide necessary 
reinforcement, training and assistance to attachés in rapidly changing 
world agricultural « ‘onditions. 

We are requesting an increase of $10,000 in the limitation for 
representation allowance to provide for the new and expanded posts, 
for use in the United States in connection with the visits of leaders 
and useful contacts from other countries and for use of our marketing 
specialists in work overseas. This is in accordance with provisions 
of legislation enacted in the last session of Congress. 

You will note that our budget indicates an increase of $176,200 in 
allotment of section 32 funds, of which $7,600 is for retirement costs 
and $88,600 for other objects. This increase is to provide United 
States farm and trade groups with additional facts relating to op- 
portunities for exporting farm commodities and to provide for a 
continuation of intensified work on market-development projects. 

We believe these estimates are conservative in view of the respon- 
sibilities assigned to the service and will appreciate your consideration 
of them. We will be glad to furnish any additional information that 
you may require. 

Mr. Wuirren. I notice you are strengthening nine places. What 
places are those where you intend to put assistant attachés? 

Mr. Garnerr. Would you provide that list, Mr. Tetro? 

Mr. Trrro. The Netherlands, Belgium, Spain, Yugoslavia, Iran, 
Union of South Africa. They are the m: ujor ones. 

Mr. Wurrren. What are the points where you intend to establish 
five new attachés? 

Mr. Trrro. Lagos, Nigeria, which we now cover from Monrovia. 
We have discovered that is too much area for one man. Nigeria is 
getting to be an increasingly greater exporter of certain eomplemen- 
tary products, and increasingly so for agricultural products. 

The post at Addis Ababa in Ethiopia “would be to cover E thiopia 
itself, the Somaliland, and Eritrea. This is partly a problem of in- 
creasing competition and partly a diffic ulty of covering the post be- 
cause of diplomatic differences between the people to the south of 
Ethiopia and the Somali. 
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The next is Tunis, which is the eastern part of the north African 
area. It isa problem partly of being able to cover this entire north 
African area from our one post. 

The other two are Helsinki, Finland, and Oslo, Norway. 

Mr. Wurrren. We have appreciated this fine presentation and the 
chance to talk about many problems which naturally arise in foreign 
countries. We are pleased to have your statement that your relation- 
ships with our ambassadors and ministers is very fine. It is gr: atify- 
to know that you have had their full cooperation and it is nice 
to have your asssurance that you demand that your people cooperate 
at the local level with other activities of our Government through 
our embassies. 

I would say again, I am convinced that the soundness of American 
agriculture in the future and the American farmer is not the elimina- 
tion of surplus commodities, for at best this would give only tempo- 
rary relief. If we want to continue to be sound in the future, we must 
use the authority under the charter of the Commodity Credit Corpora- 
tion to have American production surplus to domestic needs offered 
on the markets of the world at competitive prices, as was intended 
all the time. It is that which will save the American farmer and the 
American taxpayer and American agriculture. I completely differ 
with those who believe that the answer is to get rid of surpluses. It 
will not cure anything, except the fact that they are gone would tem- 
porarily leave a little bit of an open space somew here in the world. 
But the answer is to use the law we have had all along which is to 
keep what we have and don’t need available to these foreign coun- 
tries. And I would like to point out again, if a foreign country is 
poor, and if it is undeveloped, and if the United States wants to do 
something for it, there is no better way in the world to help it than 
to make available to it for what it will bring what you have and don’t 
need. 

There is another thing that makes competitive sales advantageous 
over Public Law 480. Under Public Law 480, you sell it for foreign 
currency; and it would be to the interests of a foreign government 
perhaps to get these commodities for its own currency rather than to 
have to pay out dollars. Insofar as the folks within that country who 
use our commodities are concerned, they have to pay for it. To them 
it doesn’t make a bit of difference. And yet if it comes in through a 
Government agreement it usually goes counter to normal trade chan- 
nels, whereas if it goes through normal trade on a sales basis fe 
would have importers trying to get your commodities. Under 480 
you frequently have people within ‘the country who have to pay for it 
anyway, opposing this bringing in of all these commodities. 

By way of illustration we know in this country we don’t need to 
import any wheat or any cotton. The American folks in wheat would 
be strongly opposed to the United States working out any agreement 
for Brazil to give us a lot of wheat. But if we are going to have 
wheat. come in here, our folks would feel it would be better #f it came 
through normal channels than it would be government to government. 

I reflect now the impressions that I got from talking, as thix report 
will show, with many trade groups in . Western Europe and our own 
people in these other countries. 
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ADDITIONAL PERSONNEL REQUESTED 


I would like to ask how many new people you are requesting and 
what problems you have in finding good people. 

Mr. Garnett. To answer the question as to how many new people 
this request would cover, they are all in the attaché field. 

Mr. Tetro, do you have that reduced as to the number of people ¢ 

Mr. Terro. As far as Americans are concerned, we would only have 
the 5 attachés and 6 assistants. We would, though, need secretaries 
in some places. We don’t always put an American secretary at an 
attaché post but if not you would have a local secretary at the post. 
At the post, too, we would ordinarily put a local research assistant, 
We would have the 11 American men and 1 American secretary and 
14 local assistants and secretaries. 

Mr. Minor. The total number is 26 positions and 23.2 man-years, 
taking the lapses out. Fourteen are local employees who can usually 
be employed at much lower salaries in the field. 

Mr. Garnetr. To answer your second question regarding the ease 
with which we can recruit these people, it is diffic “ult to find the type 
of people we would like to have represent the United States abroad 
at the salaries that we are prepared to pay. We work hard to sur- 
face such people. 

Mr. Wuirrte. We do have retirements and we are trying increas- 
ingly to develop people within our own Service. A good share of that 
has to be done at the bottom. We want to get some of the cream 
of the graduating classes in the land-grant colleges each year, boys 
who have good records, good personalities, and are enthusiastic about 
doing this job. The competition is pretty stiff. I might just say, 
for example, one of our men was out at Pullman, Wash., ‘recently and 
found while he was there that there were 26 business concerns inter- 
viewing students. The lowest offer that any of them was making 
was $4, 800 a year, plus moving expenses. We ‘have to attract the same 
young man at the GS-5 level, $3,670 a year. We have had other simi- 
lar cases. For example, one young man we were very much inter- 
ested in and he was very much interested in us, was actually getting 
a $4,000 scholarship at the university where he was getting his mas- 
ter’s degree. We were unable to offer him that much money to start 
with and another land-grant college gave him a $6,000 job to start 
with, which was on a 9-month basis, so we lost him. 

We had a very fine young man come in to see us recently who was 
getting $333 a month as a “student. In other words, $4,000 a year. 
He is married and has a child. Many of these men are much older 
now when they graduate because they have had their military service. 
Some of them are already haceied, Despite that, we are getting 
some good young men. 

Our summer employment program, which was mentioned in the 
statement, is very useful. These fellows come in from practically 
all over*the country. Im many cases the amount they are paid is 
barely enough to pay their expenses here and back, plus minimum 
living standards. But they are getting experience e and they are doing 
good work. Some of these young men have made outstanding records 
in the office. Some of the first ones we brought in 3 years ago are 
already out in the field making outstanding records. 
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Mr. Trerro. Mr. Chairman, I could give you an idea of how these 
might be listed. Of the 18 positions we filled overseas during the 
past year, 6 were attachés, 2 were agricultural officers at consulates, 
the other 10 were assistant attachés. Of these 18,8 were from Wash- 
ington, people working in units of FAS, 6 were new appointments 
from outside, and 4 were from the FAS trainee program in Washing- 
ton. 

Mr. Wuirrten. Is civil service giving you any trouble insofar as 
selecting people who meet your requirements / 

Mr. Wurrrte. We have no difficulty. We have cleared that 
through our personnel and civil service and have set these jobs up on 
the basis of what the needs are and we are able to pick men who 
have these qualifications. 

Mr. Minor. As a matter of fact, one provision that is helping us a 
great deal is rather unique. The Civil Service Commission has ap- 
— our having a three-grade spread at each post for the attaché. 

tach post is rated, as GS-17, GS-16 GS-15; GS-16, GS-15, GS-14; 
GS-15, GS-14, GS-13; GS-14, GS-13. Under this arrangement, 
for example, we will have at our top post either a 15, 16, or 17 as an 
attaché. We don’t expect the same operation from a 15 we would of 
a 16 or 17. Wespent about a year working with the Commission on 
this arrangement and have their full approval which is helping us a 
great deal. 

Mr. Wuirrte. I might say in addition that the new salary schedule 
in the Foreign Service puts them somewhat above ours at the higher 
levels. We have felt, for example, our senior men needed to be on the 
level of the Foreign Service classI. The new rate for Foreign Service 
officers, class I, the bottom is $14,600, and they can get up to $17,000. 
That is considerably better than we can do for our top people. 

Mr. Warten. That does create problems, I am sure. Many times 
the man you have will be the better man insofar as contribution to the 
Government is concerned. 

Mr. Wutrpte. We have to doa selling job. It isn’t like when we got 
out of college and had to sell ourselves. Now a good graduate from 
college has people come to see him to ask him to come to work for them. 
I think we are doing pretty well and again we appreciate very much 
the help we are getting from you people. 


PROPOSED INCREASE IN SECTION 32 ALLOTMENT 


Mr. Wuirren. How about your increases under section 32 funds? 
What is that for? 

Mr. Garnetr. The increase is $176,200, half of which is for retire- 
ment and the rest for additional services. Would you give the break- 
down on that, Mr. Minor ?¢ 

Mr. Minor. We are asking for 8 additional] people, 5 of the 8 are 
grade 7 and below. They are statistical and clerical people, 1 in dairy 
and poultry, 2 in grain and feed, 3 or 4 in livestock, and 1 in tobacco. 
The object is to get out material to the people in the United States 
that they need that we are not able to do at the present time. The 
remainder is for continuation of work started this year. 

Mr. Wuirven. In times past we have always been a little skeptical 
of having any agency have several sources of funds. I believe it would 
be well to put in the record the funds that you receive from any other 
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source, including section 32, how many people and what work you are 
doing in connection with that. 

Mr. Mrnor. The House notes show exactly the funds we are getting 
and we will be glad to show the persons from each one. 

Mr. Warrren. I have just asked that we put the table that you have 
submitted in the justification in the record at this point. 

(Pp. 166 and 167 of the justification are as follows :) 


STATEMENT OF OBLIGATIONS UNDER ALLOTMENTS AND OTHER FUNDS 


(Includes only those amounts which, by November 30, 1956, were actually 
received or programed for 1957 or 1958. Since work for other agencies is 
performed on a service basis, at the request of those agencies and for their 
benefit, it is not practicable to estimate in advance the amounts to be received 
in most cases.) 


| Obligations, | Estimated | Estimated 






































Item | 1956 | obligations, | obligations, 
1957 1958 
Allotment from— 
Removal of surplus agricultural commodities: | 
For development of foreign market outlets for surplus | 
American agricultural commodities -_~..............- $1,356,812 | $1, 707, 300 $1, 871, 000 
For the administration of import controls under sec. | 
22 of the Agricultural Adjustment Act, as amended. 202, 278 | 210, 500 223, 000 
NE ah cnt ee _...--| 1,559,085 | 1,917,800} 2, 004, 000 
Agricultural Trade Development and Assistance Act of | 
1954: Foreign currencies allocated for foreign market 
development work (see item, ‘‘ Activities under Public | | 
Law 480"’ in these explanatory notes) - - a ie olen 1, 425,896 | 14,514,600 | 11, 352, 865 
i= —=-= — == zj\= = 
Allocations and working funds (advances from other agencies): 
Department of the Army: For conducting a4 training pro- | 
gram in agriculture for Ryukyuan nationals. -_....-... 3,160 |... 3 é 
Department of State: Training 1 specialist from Trinidad ' 
in the field of soil and water conservation -.-._-.........- 1, 380 ohn ietde hdltanden si 
International Cooperation Administration: . 3F ak en ADEE VY, RIM 
For technical assistance to friendly nations__.....--..-. 89, 205 113, 975 |.-... itdnbotnd 
For expenses incident to the foreign trainee program. "| 2, 648, 983 STOR, COU [ann cnccnseceuy 
Total, International Cooperation Administration - I 2, 738, 278 | 2,916, 076. 12 ¢...4.2.- : 
Total, allocations and working funds...._......... 1 2, 742, 818 2, 816, 975 sabes Cle , 
Obligations under reimbursements from governmental and 
other sources: Salaries and expemses__...............---....- 104, 736 111, 000 117, 500 
——_———————— = ———_—_— = = = — 
Total, obligations under allotments and other funds -- + 5, 832, 535 19, 360, 375 13, 564, 365 
Mr. Mrnor. I would like to supply you with our organization chart . 
and to indicate that the financing for each unit comes from a specific 7 
source. Weare conscious of the fact that where there are two sources , 
of funds there is a possibility of getting into complications. 
. . . ( 
Mr. Warten. Not only do you get into complications where we 
can’t keep you in line from a congressional standpoint, but you become 
dependent on the funds from another source and when they get cut 
in half you are in trouble. | 
Mr. Minor. The agricultural attaché service is entirely financed 
from the salary and — appropriation and no funds go into that 
from section 32, for salaries or expenses. That is entirely from the d 


funds appropriated to FAS. 

In the market development area there are 3 branches under each of 
7 commodity divisions. The Foreign Marketing Branch includes 
marketing specialists who travel abroad and constantly attempt to 
find channels through which commodities can be moved through pri- 
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vate trade. The Commodity Analysis Branch is responsible for col- 
lecting and analyzing data with regard to the commodity on a world- 
wide basis that the United States trade and agricultural groups need. 
The branches are both supported entirely by section 32 funds, as is 
the office of the division director. 

The Foreign Competition Branch, the third branch, is supported 
entirely from salary and expense funds. We maintain that division 
between funds very carefully. 

The Foreign ‘Trade Preeiints Division in market development, 
which handles the Public Law 480 activities, and some other marketing 
functions, is financed entirely from section 32 funds. 

In the Agricultural Trade Policy and Analysis area, the Foreign 
Agricultural Analysis Division is financed entirely from salary and 
expense funds, with the exception that we have about 9 man-years 
that are paid for by ICA, to provide support for them, and a group 
of about 18 people that make particular studies for another Govern- 
ment agency for which we are reimbursed. 

The Trade Policy Division is entirely financed from salary and 
expense funds. 

The Foreign Training Division is financed entirely by funds trans- 
ferred to us by ICA. No other funds are involved in that. 

In the Import Division, the Import Programs Branch, which 
handles the section 22 activities is financed from section 32, while the 
Sugar and Tropical Products Branch is financed entirely from salary 
and expense funds. 

The management activities are charged on the basis of the funds 
that are required for program activities. That is, a pro rata part of 
the charge for management activities goes to “Salaries and expenses, 
section 32, and ICA funds based on the service that is rendered in 
these areas. 

Mr. Wuirren. That is interesting. 

For the record, list the total number of people who are paid for 
each fund. 

Mr. Mrnor. We will be very glad to do that. In fact, if you care 
to put this chart in it will be perfectly all right. 

Mr. Warren. | don’t know if that would answer the purpose I 
have in mind. I believe if you would furnish the figures it would be 
clearer. 

Mr. Mrnor. We would be very happy to do that. We do maintain 
those divisions very carefully because we feel it is in our long-range 
interests to do so because if you begin to waiver on those you are sooner 
or later going to have trouble. 

(The information requested is as follows :) 


Number of people in each fund, fiscal year 1957 
Man-years 


Salaries and expenses, Foreign Agricultural Service... 32 
Removal of surplus agricultural commodities___.-...-.--_-- -- 5 - 237 
International Cooperation Administration (allocation to agriculture) __- 79 


Advances and reimbursements... ~~~. 4. ee ke ee 


18 


Mr. Wuirten. Are there any questions? 
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CANADIAN HOG PRICE SUPPORT PROGRAM 


Mr. Marswautu. Mr. Chairman, I have a few questions. 

Approximately 2 years ago we were faced in this country with quite 
a probleni in connection with our hog markets. Our hog markets 
were in a chaotic position. Canada proceeded at that time to put into 
effect a price-support program which for any information I have was 
quite a successful program. This year I have noticed in the debate 
in the House of Commons that they were concerned in Canada for 
fear that hogs might be shipped in from the United States to Canada. 

I am bringing this up because I would like to have an analysis of 
what happened in the support price of hogs in Canada, the extent of 
their program, and what the effect of it w From outward appear- 
ances it. appears that their policy did edie for a stability of market- 
ing of hogs in Canada which we do not have in the United States. 

Would » you want to comment on that, or would you rather prepare 
something to submit to us? 

Mr. Gaxrnevt. I would prefer to get the facts all straight and give 
vou a paper on that. 

Would you like to have it made a part of the record ? 

Mr. Marsan. If it is not too long, I would like for it to be a part 
of the record. 

(The information referred to is as follows :) 


Hog prices: United States and Canada live-weight basis 


[Per 100 pounds, United States woe 





Week ended 














Market eae com eiinenaes 
Feb. 2, 1957 | Jan. 26, 1957 | Jan. 19, 1957 | Feb. 4, 1956 
eng es i ies A Sidncbveudweed $18. 00 $18. 60 $18. 79 $13. 15 





5th 6 ok ns ios tise a=-=---44 25. 40 | 25. 10 | 24. 60 | 17. 50 





The Canadian Government maintains a floor price for hogs on the basis of 
grade A warm dressed carcass weight. It has the effect of maintaining the 
price above $17 per 100 pounds, in terms of live weight prices, in United States 
currency. During the first few months of 1956 the price was only slightly above 
the support level but increased to an equivalent of $25 per 100 pound(s live weight 
basis compared with the United States price of $18 per 100 pounds for choice 
barrows and gilts 200 to 220 pounds at Chicago for the week ending February 
2, 1957. The Canadian and United States hog pricing systems are not compar- 
able, because Canadian hogs are sold on an individual grade and yield basis 
with emphasis on the leanness of the carcass. United States hogs on the other 
hand are sold on a lot basis. 

The Canadian Government maintains an embargo on imports of raw or un- 
cooked pork and pork products, including smoked hams and bacon for the pur- 
pose of preventing the introduction of vesicular exanthema and hog cholera. 
Consequently only small quantities of United States pork products have entered 
Canada since the imposition of the Canadian import ban in 1952. Of the pork 
products entering Canada from the United States the main items are cooked 
haims, cooked luncheon meat, prepared and cooked sausages. No uncooked pork 
products or live hogs from any part of the United States are admitted into 
Canada. Except for the Canadian import restriction several uncooked pork 
products would apparently move into Canada under the present price relation- 
ships and the strong Canadian demand situation. 


Mr. Marswatt. I notice also in Canada it was mentioned in the 
House of Commons on the 15th of February this year that they were 
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supporting the price of grade A eggs at 38 cents, and at local shipping 
points those eggs are being pure chased at a basis of 30 cents. In my 
territory in Minnesota, which, as you know, is adjacent to Canada, 
grade A eggs were selling for 22 cents a dozen last week. 

(The information requested follows:) 


Eaas: CANADIAN PRICE SupporRTS, PRICES AND TRADE 


The Canadian prices support board is authorized to purchase in such form 
as the Board may specify at a price equivalent to 39.5 cents (United States 
eurrency) per dozen for grade A large eggs with price differentials for other 
grades of eggs and egg products, plus an allowance not to exceed 5 cents per 
dozen to cover charges associated with storages. Under the 1955 program, 
201,772 cases (6,053,160 dozen) of shell eggs were oiled and stored in the spring 
and early summer in accordance with the board’s specifications. 

On February 12, 1957, the average price to wholesaler in Toronto for grade A 
large per dozen was 36 cents, and in New York 36% cents for nearby whites 
and 3314 cents for Midwest. United States exports of eggs to Canada in 1956 
amounted to 2.6 million dozen, and our imports from Canada amounted to 1.6 
million dozen. For all poultry products United States imports from Canada 
are about $2 million and our exports to Canada more than six times as much. 


WORLD EXPORTS OF WHEAT 


Mr. MarsHatyi. Now, there was another thing that interested me. 
On February 16, 1957, in Canada, a member, Mr. McCulloch, says: 

Is it not true that Canada has lost a percentage of the world export wheat 
market? 

Mr. Jurras. I have the percentages right here indicating to what extent the 
United States was ahead of us. In 1947 the United States had 29.9 percent of 


= 


the wheat market. In 1953 we had 7 percent more. In 1954, they exceeded 
us by 2.3 percent, and in 1955 by 4.4 percent. 

We participate in the wheat agreement; do we not, Mr. Garnett? 

Mr. Garnett. We are still members of the International Wheat 
Agreement. 

Mr. Marsnatu. I would like for you to give us something for the 
record concerning that particular statement. 

Mr. Garnerr. You would like to have those figures checked ? 

Mr. Marsuaut. That is right. I would like to see if Canada has 
gained that much on us in the world food market as their figures indi- 
cated in the percentage of wheat marketed. Speaking in terms of 
volume, that is one thing. 

I also want to me this point in the record: As far as my own 
position is concerned, I appreciate the friendliness of the Canadian 
people. I think this country is extremely fortunate in having a splen- 
did neighbor to the north of us as we do, and I hope that we in our 
way try to use Canada and Canadian people as fairly as we can in 
all trade relationships, and I hope by the same token that they 
continue to use us that way, but since they are competitive with us 
along the lines of some of these things we have mentioned I would 
like to know what the story is so that we do know whether their 
policies have been more effective than ours, or whether ours have been 
more effective or not than theirs in the matter of securing world trade. 

Mr. Garnett. I could answer now, that the United States is gaining 
an increasing share of the international trade in wheat. The exact 
figures I would prefer to check and give you a statement to include in 
therecord. It will be short. 











1506 


Mr. Marsnaty. You will understand I gave you the figures on these 
particular years so we can make a comparison in those particular 
years that are mentioned, too, so we are not reporting on what hap 
pened this year as compared with the last year, or the year before, but 
it is going back over a longer period. 

Mr. Wurrren. He said he would give you the figures on how much 
of the world market we are regaining. Let us determine what type 
of operation it is. 

Mr. Marsuatu. I think it would be needed to get the whole picture. 
We would like the whole percentage, and then we would like that 
broken down. 

(The information requested is as follows :) 


1900-44, annual 
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EXPLANATION OF TABLE 


General 


The accompanying table has been prepared to furnish a general guide to United 
States wheat exports by major programs, and administrative responsibility. It 
is not intended as a precise accounting of all aid programs by countries, but it 
does represent a serviceably accurate breakdown of major programs in total. A 
more detailed description of programs shown on the table is as follows: 

Public Law 480.—Includes all exports of wheat and flour under titles I and II 
of Public Law 480, 83d Congress, as amended. 

Barter.—Includes all exports of wheat and flour under the following author- 
ities : 

Public Law 806, 80th Congress, CCC Charter Act. 

Public Law 85, 81st Congress, CCC Charter Act, amended. 

Public Law 439, 81st Congress, Agricultural Act of 1949. 

Public Law 480, 83d Congress, Agricultural Adjustment Act of 1954. 
Public Law 690, 88d Congress, Agricultural Act of 1954. 

Public Law 540, 84th Congress, Agricultural Act of 1956. 

Marshall plan.—Public Law 472 (April 3, 1948), Foreign Assistance Act of 1948. 
Original act establishing Economic Cooperation Administration (now known as 
International Cooperation Administration). Includes, in part, exports under 
Greek-Turkish aid, China aid, Yugoslav, India, and Pakistan relief programs. In 
most years data represent procurement authorizations, and are not strictly com- 
parable in time to actual exports of wheat and wheat flour. 

UNRRA.—United Nations Relief and Rehabilitation Administration. Financed 
in large part by contributions from the United States. 

Post-UNRRA.—Public Law 84 (May 31, 1947), relief for war devastated coun- 
tries. Stopgap program between UNRRA and interim aid. 

Military shipments.—Shipments for civilian feeding in occupied areas. In- 
cludes shipments of United States wheat and flour to Germany financed by the 
United Kingdom as well as shipments financed directly by the United States. 

Interim aid.—Public Law 389 (December 17, 1947), Foreign Aid Act of 1947, 
Immediate predecessor to Marshall plan. Includes 1947-48 exports under Greek- 
Turkish aid program. 


SECTION 32 ALLOTMENTS 


Mr. Warren. I would like to have this special statement included 
in the record with regard to my questions on section 32. 
(The material referred to is as follows: ) 


Foreign Agricultural Service—Sec. 32 allotments 


ss < Wal 
1954 actual | 1955 actual | 1956 actual 1957 esti- 1958 esti- 




















Activity obligation | obligation | obligation | mated ob- | mated ob- 
ligation ligation 
Foreign market rere saiinnartedere | $437, 781 #1, G07, 0 079 by 356, 812 $1, 707, 300 | . $1, 871, 000 
Trade missions. -__--- SS Dude ee 87, 000 = : 4 
es. De ongecnseet Sandi Sewieiien se 524, 781 1, 007,079 1, 356, 812 1, 707, 300 1, 871, 000 
Import controls_.........---- sade ened 1 188, 256 187, » 633 202, 273 210, 500 223, 000 
Pobtbad sisitut . Svs_iweldoas 2a. 713, 087 67 | 1, 194,712 | 1, 559, 085 1 , 917,800 | 2, 094, 000 
| 


1 Responsibility for administration of sec. 32 of the Agricultural Adjustment Act and import and export 
controls assigned to Foreign Agricultural Service in November 1953 in connection with reorganization of 
the Department of Agriculture. 


EXPLANATION OF CHANGES 


1954 fiscal year 


In order to help avoid undue accumulation of surplus agricultural commodities, 
it was necessary to take more aggressive steps to promote the exportation of 
commodities in actual or potential surplus. The Foreign Agricultural Service 
up to this time employed several marketing specialists to develop foreign market 
outlets for specific commodities in abundant supply. This work, which was then 
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financed from appropriation for the Agricultural Marketing Act, was to be ex- 
panded and it was planned to utilize section 32 funds for the employment of pres- 
ent and additional marketing specialists required for this purpose. Accordingly, 
the allotment to FAS for market promotion in the revised budget was increased 
by $135,000 to $200,000 from the $65,000 indicated in the original budget, 

In the fall of 1953, it was found that the problems of actual or potential 
surpluses of various agricultural commodities had become more aggravated than 
that indicated during the hearings on the 1954 estimates. In the meantime the 
reorganization of the Foreign Agricultural Service had been completed and plans 
and programs were formulated to carry out a more aggressive program for the 
development of foreign markets for United States agricultural products. To 
enable FAS to carry out an expanded market development activity, the allot- 
ment of section 32 funds was further increased by $250,000 to a total of $450,000 
for the 1954 fiscal year. The appropriation subcommittees were advised on 
December 3, 1953, of this increase in allotment to FAS. 

During the hearings on the 1955 estimates the congressional Appropriations 
Subcommittees were informed that, in line with the President’s message of 
January 11, 1954, regarding recommendations affecting the Nation’s agriculture, 
trade missions would be sent abroad to explore the possibilities of expanding 
United States agricultural trade. Therefore an additional $75,000 was made 
available from section 32 funds to finance part of the work of the trade missions, 
making a total of $525,000 for 1954 for foreign market development activities. 
(See pp. 1088 and 1130, pt. 8, 1955 House hearings and p. 767 of Senate hear- 
ings.) In June 1954, the allotment to FAS was increased by $5,000 to a total 
of $530,000 for the year. This increase was used for the trade missions. Part 
of the costs of the trade missions was absorbed from existing section 32 funds 
in FAS for foreign market promotion. The $80,000 increase made available for 
trade missions in the 1954 fiscal year was nonrecurring. 


1955 fiscal year 


An increase of $350,000 was provided in the 1955 budget to enable FAS to put 
on a full year basis the expanded program started during the 1954 fiscal year for 
developnrent of foreign market outlets fér surplus and potential surpluses of agri- 
cultural commodities. An allotment of $800,000 on an annual basis was, there- 
fore, proposed for 1955 for foreign market development activities. 

In August 1954, it was found that the consultants who constituted the trade 
missions and who had recently returned from studies in 35 countries throughout 
the world had indicated opportunities for market development in many countries 
and provided leads which needed to be followed up as promptly as possible. It 
was estimated that the Foreign Agricultural Service would require an additional 
$150,000 from section 32 funds in addition to the $800,000 reflected in the budget. 
This additional amount made a total of $950,000 available to FAS for additional 
market specialists and supporting staff and travel for foreign market promotion. 
On August 19, 1954, the Appropriation Subcommittees were advised of the in- 
crease of $150,000 to FAS. 

The activities of the Foreign Agricultural Service to encourage exports of 
surplus agricultural commodities and to develop foreign markets were accele- 
rated and expanded under Executive Order 10560, dated September 9, 1954. This 
order assigned to the Department of Agriculture primary responsibility for 
administration of title I of the Agricultural Trade Development and Assistance 
Act of 1954, Public Law 480 approved July 10, 1954, which authorizes the sale 
of surplus agricultural commodities for foreign currencies. It was necessary 
to provide additional staff in FAS to assist in coordination and program de- 
velopment in connection with the sale of agricultural commodities under Public 
Law 480. Therefore, an additional $150,000 of section 32 funds was made 
available to FAS in addition to the $950,000 previously indicated, which made 
a total of $1,100,000 of section 32 funds available for foreign market promotion 
and development activities in 1955. The Appropriation Subcommittees were 
informed on October 28, 1954, of this increase to FAS. 

1956 fiseal year 

An increase of $100,000 was requested to put the expansion started in 1955 
on a full-year basis. This enabled FAS to continue its stepped-up program 
in maintaining contacts with various potential markets and in following up on 
leads reported by the agricultural trade missions and other sources. 

In January 1956 it was found necessary to further expand the staff to handle 
the work in connection with the utilization of foreign currencies for developing 
new markets abroad and for participation in international trade fairs. An 
additional allocation of $125,000 was made to the Foreign Agricultural Service. 
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This additional amount, plus $70,248 for Pay Act costs, made a total of $1,395,248 
for the fiscal year 1956. On January 25, 1956, the appropriations Subcommittee 
was advised of the increase of $125,000 to FAS. 


1957 fiscal year 

An increase of $87,052 was requested to put on a full-year basis the additional 
expansion started in 1956 with the $125,000 which was made available in January 
1956. 

With the amendment to Public Law 480 which increased the amount from $1.5 
billion to $3 billion, and which resulted in making additional foreign currencies 
available for foreign market promotion, it became necessary to provide addi- 
tional staff to carry out the increased workload. 

An additional $225,000 was allocated to FAS which brought the total for 
foreign market promotion in 1957 to $1,707,300. The additional $225,000 is to 
be used (1) to provide leadership and assistance in preparing market develop- 
ment projects utilizing foreign currencies; (2) to provide for planning and 
directing agricultural exhibits in international trade fairs which are also carried 
out with foreign currencies; (3) for meeting increased demands for budget and 
fiscal work and preparation of information for dissemination abroad on United 
States agriculture; (4) to provide minimum dollar costs for bringing responsible 
persons to the United States under foreign currency projects to become familiar 
with United States agricnitural products and to study the technical aspects of 
marketing and processing United States farm commodities, and certain small 
dollar costs required in connection with carrying out trade fairs; (5) to collect 
and analyze samples of rice moving in international trade in competition with 
United States rice; and (6) to provide dollar costs for projects financed largely 
from Public Law 480 local currencies to obtain basic information relating to 
marketing methods and supply and demand factors on specific agricultural com- 
modities in principal producing and importing countries. The appropriation 
subcommittees were advised on August 2, 1956, of the $225,000 increase. 

1958 fiscal year 

An increase of $88,600 is proposed in the budget to provide additional market- 
ing specialists and analysts to obtain and make available facts which are needed 
by exporters and other United States farm and trade groups to help them take 
advantage of opportunities for exporting United States farm commodities in 
surplus or potential surplus supplies. These funds will also be used to put 
on a full-year basis the expansion which was started in 1957. In addition, there 
is also proposed an additional $75,100 for retirement costs. This will make a 
total of $1,871,000 for foreign market promotion. 

Mr. MarsHatu. I have observed from reading some comments in 
the papers recently that it is regrettable that. some of our customers 
are assuming a position of more nationalistic tendency; is that cor- 
rect ? 

Mr. Garnett. There are certain tendencies in France quite na- 
tionalistic, and the South American countries are quite nationalistic. 
We have tried to exert all the pressure we can through all of the 
facilities of the United States. 

Mr. Marsuaiy. That does make your position a great deal more 
difficult in trading agricultural commodities than has existed hereto- 
fore. The further they go in that direction the more difficult it is 
going to be for you to work out trade relationships with them: is that 
not correct ? 

Mr. Garnetr. That is correct. 

It is a matter of national pride in many countries to be self-sufficient 
in food. 


TARIFF NEGOTIATIONS 


Mr. MarsHatv. I notice in your statement at page 8- 


it is: not contemplated that any extensive negotiations for the reduetion of 
tariffs will be undertaken during the forthcoming fiscal year. Efforts will be 
renewed, however, to obtain the relaxation of restrictions and the removal of 
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discriminatory trade practices encountered by United States agricultural prod- 
ucts in world markets. 

That statement may not be entirely clear to me, but what you would 
do to create a larger market for farm products, you would work on 
a basis of reducing restrictions on imports; is that right? 

Mr. Garnett. That is right. 

Mr. Burmeister. What we meant by the statement about not nego- 
tiating any further was with reference to tariffs and other duties. 
The negotiations we undertake this year are to get countries to re- 
move such restrictions as licenses, exchange controls, quotas, and those 
things, which are overriding any concessions that they have made to 
us in the past. 

Mr. Marsuauu. And I certainly hope you are successful along that 
line, Mr. Burmeister. 

Mr. Burmeister. We are devoting a large portion of our time to 
the preparation for these negotiations. They will be taken in 2 
groups—9 countries this spring and 10 or 11 later on this fall. 

Mr. Garnett. For each country we list the restrictions on tobacco, 
wheat, eggs, or whatever the products may be, where we think there 
is a reasonable chance of getting greater trade liberalization or free- 
dom from quotas or licenses. In this discussion we go after them 
commodity by commodity with each country, trying to get greater 
access to those markets. 

Mr. Marsuau.. 1 think that we all learn by experience as we go 
along in our position in world affairs. I think we have learned a great 
deal in an agricultural way in working out our relationships in world 
affairs. 

Mr. Garnett, I hope there is no tendency to return to the high tariff 
provisions of the Smoot-Hawley tariff provisions, as far as the Ameri- 
can farmers are concerned. The only reason I make that point is that 
some people are interested in that, and I would suggest they make a 
study of the agricultural trade policies in that previous era and see 
what would happen to American trade policies in that area. 

Mr. Garnett. My job, as I interpret it, is to carry out what Con- 
gress gives us to do. I think that the policies under which we now 
operate are promoting a higher level of international trade. They are 
helping us to expand our foreign marketings of farm products. 

Mr. Marsa. I would like to say that as far as I am concerned 
your movement of agricultural commodities in the last year in world 
trade exceeded my expectations a year ago when we were talking about 

our goal. I think the ultimate goal in our assistance to the farmer 
is getting these commodities moved into world trade so that the Ameri- 
can farmer can have a proportionate share of the world market. 

I hope you continue to be as successful. 

As far as we are concerned, and as far as this committee is con- 
cerned, they have always been interested in your work upon that basis. 
We appreciate your efforts this past year. I will not be one to con- 
demn you if these foreign customers impose upon themselves restric- 
tions that drive them away from a high standard of living. 

Mr. Garnett. I would like to say that I believe a very important 
pet not only of our trade agreements work but of the work of the 

oreign Agricultural Service is to exert strong and continuous pres- 
sure on countries to keep them from raising their restictions. That 
when we are putting pressure on them to reduce their restrictions and 
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liberalize their market, that in itself is a great restraint on their in- 
creasing their restrictions to trade. They are efforts—and we spend 
a lot of time in this field—that don’t show up as specific successes, but 
we know they are there. 

Mr. Natcuer. Your Division is in a position to be of great assist- 
ance to the American farmer, and I believe you are doing good work. 

Further, I want to commend you and my good friend, Mr. Whipple, 
and the other members of your staff, on the fine annual publications 
and periodicals that you have issued during the past year. Your pub- 
lication especially on World Tobacco Analysis is fine. The World 
Agricultural Situation in 1957 and your Foreign Agricultural Trade 
Publication and Foreign Crops and Markets are all vitally necessary 
and essential at the present time. In fact, I am keeping my records 
up on these publications, and they have been of great benefit to us. 


ROLE OF EXPORT-IMPORT BANK, WORLD BANK, AND INTERNATIONAL MONE- 
TARY FUND IN FOREIGN AGRICULTURAL TRADE 


I wonder if at this point in the record you could have prepared a 
short statement concerning the part that the Export-Import Bank 
the World Bank, and the International Monetary Fund play in regard 
to your program of foreign agriculture. 

Mr. Garnett. I would be glad to. I think it would be better to 
prepare just a brief statement. As you know, the International Mone- 
ay Fund is very helpful in picking out those countries whose finan- 
cial position has improved sufficiently so that dollar balances are no 
longer a justification for imposing trade restrictions. This has been 
very useful to us, and they have been very helpful in cooperating and 
bringing pressure on these countries to liberalize and we have made 
a lot of friends in that direction. 


Mr. Natcuer. I would appreciate it if you would include that in 
the record. 


(The information requested is as follows :) 
1. Export-Import Bank of Washington 


The Export-Import Bank of Washington is an independent United States 
Government agency operating under an act of Congress. Its purpose is “to aid 
in financing and to facilitate exports and imports and the exchange of commodi- 
ties between the United States or-any of its Territories: or insular possessions 
and any foreign country or the agencies or nationals thereof.” Congress has 
directed the bank to supplement and encourage, but not to compete with, private 
lending, 

The Export-Import Bank loans are made in dollars and on condition (1) that 
there is reasonable assurance of repayment; and (2) that the respective foreign 
country will be able to provide dollar exchange for principal and interest pay- 
ments on the bank’s loans. 

About one-sixth of the amounts disbursed by means of bank loans between 
1934, when it was established, and 1957 was for the financing of acricultural 
exports. Long-term financing of more than $347 million was provided in the 
years following World War II mainly to assist in the rehabilitation of Euronean 
and other countries so that they again could become markets for United States 
products on a normal commercial basis. Among the agricu'tural exnorts so 
financed by the bank were animal products, vegetable food products, grain, sugar, 
and tobacco. Medium-term credits, extended mainly in revent years. have been 
for exports of cotton, wheat, tobacco, and other agricultural commodities. Loans 
of more than $854 million have been extended for these purposes. 

The medium-term credits have usually been for periods of 12 to 18 months. 
In September 1956 the bank announced that it would also make loans for periods 
from 6 months to 1 year if private financing for such shorter periods is not 
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available; and loans for longer terms when warranted by special circumstances, 
such as maintaining stocks of American leaf tobacco abroad for use in blending 
operations. 

Cotton accounts for the largest part of the agricultural credits of the Export- 
Import Bank. Over the course of years, exports of over 4.1 million bales of 
cotton have been financed by such credits. Japan ranks first among the coun- 
tries that have received such credits. The cotton loans made by the bank total 
$783.5 million; the tobacco loans $20.4 million. 

In October 1956 the Export-Import Bank entered a new field by making a loan 
of $5 million to Mexico for the financing of Mexican purchases of dairy and beef 
cattle in the United States. By the end of 1956 Mexico had bought $4 million 
worth of cattle on the basis of this loan. We understand that an additional $1 
nillion worth of cattle was bought in January and February 1957. 

The Export-Import Bank has also assisted agricultural exports through the 
olfer of a war-risk and exprepriation msurance for the benefit 6f United States 
exporters who consign commodities for sale abroad : $19 million worth of cotton 
shipped on consignment to 12 countries has been so insured. 


2. International monetry fund 

The International Monetary Fund is an international agency which was estab- 
lished to help member countries restore or maintain financial stability and to 
reduce exchange and trade restrictions maintained for balance-of-payments 
reasons. The fund has been provided financial resources upon which member 
countries can draw to meet temporary deficits in their balance of payments. In 
addition the fund assists member countries with standby credit arrangements. 
Fund drawings and standby arrangements have helped countries in financial 
difficulties to maintain international trade and payments. To the extent to 
which American agriculture was interested in exports to these countries, these 
arrangements have benefited our agricultural trade with those countries. Thirty 
foreign countries have thus far received fund assistance. Among them have 
recently been France with $262.5 million and United Kingdom with $1.3 billion. 


38. The International Bank for Reconstruction and Development 


This bank is an international agency. Its purposes are (1) to assist in the 
reconstruction and development of its member countries by facilitating the in- 
vestment of capital for productive purposes, and thereby promote the long-range 
growth of international trade and the improvement of standards of living; (2) 
to make loans for productive purposes out of its own funds when private capital 
is not available on reasonable terms; and (3) to promote private foreign invest- 
ment by guaranties of and participations in loans and investments made by 
private investors. 

As of December $1, 1956, the bank has granted loans to about 45 countries and 
territories totaling $2.9 billion. In the earlier postwar period, most of the loans 
were for reconstruction purposes. In recent years they have been for develop- 
ment purposes. The resulting increase in purchasing power in foreign countries 
should help in the development of export market for United States agricultural 
products. 


Mr. Narcuer. Again, I want to thank you and all the members of 
your staff, Mr. Garnett. I think you are doing a fine job. 

Mr. Anpersen. I want to join in the fine remarks that have been 
made relative to the work of the Foreign Agricultural Service. I 
think as you have said, Mr. Marshall, perhaps we have here one of the 
most immediate aids to American agriculture. Tt is doing much to 
help the present situation of the farmers. I, too, am very much 
delighted to see a report of the amount of commodities that. have left 
our shores for other lands. That, to me, is a significant thing about 
the Foreign Agricultural Service. That is the end result. As far as 
I am concerned, it was the work of you gentlemen that brought it 
about. 


ATTACHES 


I wish you would put in the record at-your convenience the answer 
to these three questions having todo with the housekeeping services of 





n 





our attachés, which is, of course, the backbone of your organization. 

First, I would like you to put in a paragraph or two on your com- 
ments about the regional meeting in Manila. When that was held, 
which attachés were present, what subjects were taken up there. 

I wish you would enlarge there as to the need for such regional 
meetings in various sections of the world to build up the morale of 
the attachés in various portions of the area where they might work, 
from the viewpoint of improving their services in general, and find- 
ing out from each other how they can better their work in their par- 
ticular spheres of action. 

Secondly, I would like some further information as to what. you in- 
tend to do in your detailing of attachés to work in the United States. 
I note that you expect to request legislation concerning that, but I 
would like a specific answer to this question, as to whether such legis- 
lation is necessary; also as to whether you don’t have the authority 
at this time. 

Another question I would like to have enlarged in the record: 
1 have stated this in past years, that we should not permit our at- 
tachés abroad to become too imbued with the thinking in that par- 
ticular country. I agree with you folks very much that you should 
tind some occasion to bring them back to ow own country for a re- 
orientation, or whatever you might term it, a tour of duty here in some 
way. Sort of bring them up to date in the line of thinking in our 
ownh country. 

In 1953, im my contacts with some of the attachés, I found in the 
main that they were very splendid gentlemen, but I could see in 2 
or 3 of them that perhaps ie had been abroad too long for their 
own good. They were beginning to assimilate too much the concept 
of that particular country in which they were doimg business, and 
were not quite up to date as to what should be done for the welfare 
of the United States of America. 

I am very much pleased to see that you are working along those 
lines. 

A final point is that you are making arrangements, are you not, 
to provide the various attachés with a little travel money in their 
particular country so that they can get around without embarrassment 
to themselves, and do the job they are supposed to do? 

Mr. Garnett. That is correct; we are increasing the amount of 
travel funds available to them. 

Mr. Minor. We have also provided or have on order 30 carryall, 
travelall jeeps, with which they can get out in the country. 

Mr. ANDERSEN. ‘You are supplying them with the necessary clerical 
help in their immediate office so they can be separated from that to a 
large degree and utilize their time in getting out and doing the real 
job they are sent there to do? You are working along that line? 

Mr. Mrwnor. Assistant attachés, local agricultural assistants, and 
clerical help enables them to do so, and as was pointed out a while 
ago, We are asking for additional assistant attachés who will enable 
the attaché to carry on essential work. 

Mr. Wuirrir. We are putting our American secretaries who go 
out in the field through the same training course we put the attachés. 
In many positions it is an attaché and a secretary. He is out. in the 
field, and we want someone in the office who knows what it is all about 


67—H7—pt. 3 30 


8 





1516 


to take care of requests for information and put people coming in in 
touch with people they need to see. 

Mr. Anpersen. Mr. Chairman, in conclusion, what I can gather 
from the report and from what these gentlemen have to say, I believe 
they are doing everything possible toward building up the morale of 
the men out in the field who are really doing a job, and that is why 
T am asking for an enlargement in the record at this point as to these 
housekeeping details which are very important to the people who are 
in foreign countries, 

Mr. Garnett. We recognize that morale is a very important factor 
in our service, that these people get discouraged away from home, and 
we try to keep in touch with them. 

Mr. Marsuauy. Mr. Andersen, I think your statement was well de- 
livered on the basis of the problem as you see it. 

Mr. Anpersen. Thank you. 

(The information requested follows :) 


ReGtonaL ATTACHE CONFERENCE IN MANILA 


A regional conference of agricultural attachés from the Far East and south 
Asia area was held in Manila November 19-24, 1956. The purpose of the confer- 
ence was to improve USDA overseas representation by providing attachés with 
up-to-date information on policies and programs and by exchanging views on 
techniques of operation. 

Forrtecn attachés from eleven countries attended, and seven representatives 
from USDA in Washington. From outsice arvencies to assist with the program 
there were officials of the Department of State from Washington, Taipei, and 
Hong Kong, and of the United States Information Agency from Washington. 

The program emphas‘zed (1) development of commercial markets for United 
States farm protucts; (2) solution of problems connected with the United States 
surplus disposal programs; (3) improvement of public relations for United States 
agricu'tu’e abroad; and (4) administrative problems of the attaché offices. The 
sessions generally were of the roundtable discussion type. 

The attachés attending were enthusiastic about the value of the conference in 
better equipping them to do their job—one veteran attaché called it “the finest 
such meeting I eyer atten’ed.” The Washington USDA staff also benefited by 
gaining a better appreciation of field problems. The contributions of the Depart- 
ment of State and of USIA were highly valuable. 

The attendance was as follows: 


USD field personnel: 
Howard A. Akers, assistant agricultural attaché, Tokyo, Japan 
Robert N. Anderson, agricultural attaché, New Delhi, India 
‘eo G. Bo’ensteiner, agricultural officer, Calcutta, India 
J>omes H. Boulware, agricultural attaché, Canberra, Australia 
Henry L. Buckardt, agricultural attaché, Seoul, Korea 
Douglas M. Crawford, agricultural attaché, Manila, Philippines 
Walter K. Davis, assistant agricultural attaché, Manila, Philippines 
Wi'liam J. Edens, agricultural attaché, Djakarta, Indonesia 
Filmer W. Hallowell, agricultural attaché, Bangkok, Thailand 
Donald L. MacDonald, agricultural attaché, Karachi, Pakistan. 
Eugene T. Ransom, africultural attaché, Wellington, New Zealand 
G'enn A. Ruggles, agricultural officer, Singapore, Malaya 
Roy Sellers, agricultural officer, Bombay, India 
Carl O, Winherg, agricultural attaché, Rangoon, Burma 

USDA Washington personnel: 
True D. Morse, Under Secretary 
Gwynn Garnett, Administrator, FAS 
Gordon O. Fraser, Assistant Administrator, FAS 
J»rhn 1}. Motz, Deputy Assistant Administrator, FAS 
Patrick M. O'Leary, Chief, Export Programs Branch, FAS 
Saul M. Katz, Chief, Export Projects Branch, FAS 
Joseph C. Dodson, area officer, Far East and south Asia, FAS 
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Other agencies: 
Ben H. Thibodeaux, Director, Office of International Trade and Resources, 
Department of State 
George N. Hellyer, Assistant Director, USIA 
Lindsey Grant, economic officer, American consulate general, Hong Kong 
John A. Lacey, economic officer, American Embassy, Taipei, Taiwan 


2. Authority to detail attachés for Washington assignment for an extended 
period is considered necessary to support an integrated service. It is essential 
that the Department be able to detail attachés to Washington for periods not 
in excess of 4 years at grade levels not below those held at their last foreign 
service posts. Under this plan, the Department would have much needed flexi- 
bility in detailing attachés to Washington assignments which will add the 
most to their development and make most effective use of their abilities and 
experience. It is important to have an expression of congressional approval 
to such detail of employees. 

8. We agree definitely with the comments of Congressman Anderson both 
this year and last on the continuous need to provide reorientation at home for 
our attachés. Our present plans provide for a period of consultation and home 
leave every 2 years. These home visits average about 2 months each. In 
addition, we plan Washington assignments of 2 to 4 years duration which would 
oecur after from 6 to 7 years overseas. 

We have area officers who travel frequently to posts and are continuously in 
touch with the attachés. Our constant aim is to keep the attaché as closely 
in touch as possible with United States agriculture. 
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Amounts authorized for attaché local travel, representation, and miscellaneous 
supplies, fiscal year 1957, as of Jan. 15, 1957 














} General authorizations issued 
Posts Name YY cl ei. i 
| Travel | Repre- | Other | Total 
| Sentation | | 
} | 
DRAIN Sis d 5 ee cbs - 542-8. o5 6) escapee. 5 - accu -cincc} (91,400 | $500 | $700 | $2, 200 
iia naielitistatetinn t- Tteatin | Boulware - nn 2, 300 | 400 | 300 3, 000 
a Aantal ncaa one ap waits ry Jensen _ - : ae 535 250 65 R50 
We cee A stl a Misees cleuli ee. it. 500 | 350 100 | 950 
Brazil: | | i 
he at oan neil beeen hertas ah et acenne chit 1, 600 | 400 700 | 2, 700 
SEE sty apaae ote ae — EE. | King.. J | 600 | 150 | 200 | 950 
a * caeaneeeae .---| Winberg ae 300 | 200 300 800 
Dg csicdbidd duo tb pndaveiescriaa Rossiter. ——— 2, 600 | 400 | 100 | 8, 100 
te teat bee. Edam 3 Niele 350 200 | 250 800 
Colombia..__...--.--._- _._.._.-.-..| Loweridge _.......__.-| 456 | 350 2441 1,050 
Carte) Wises. £2000023.0521003 2-2. 20s oom 2.0-. -2. ey 835 | 300 165 | 1, 300 
CE Bist, « cuihctbéeiis ; Sceinkh be can Ee . tadinie-ene 300 500 | 1, 000. | 1, 800 
Denmark. . Tal tee petetre, .  *) eh Coers eee 900 | 400 | 225 1, 525 
Dominican Republic... _____| monte. 25.2 oe 150 | 100 | 550 | 800 
Ecuador-.-.--- es ij sncel Mumford. ...AGuzieG 230 | 150 | 270 | 650 
I nia 5th d hhh eekd cep ade g beset | AAOW ORR ca stses shades -| 2, 440 250 460 | 3, 150 
el iain tin aan nie ..| Englund eas 240 700 860 1, 800 
We oe cascade kwesecz j .-.-| Mimneman.....--- ial 1, 200 700 | 200 2, 100 
Germany: | | i 
Bonn onnem ; .| Eckert b i 1, 700 700 | 500 | 2, 900 
ee ee eee ee ..----| Jenne Mion 800 150 | 1, 050 | 2, 000 
Greece »~ dagtoupoes 2 weed EE deagdhs cpepeinibammms 650 600 | 350 | 1, 600 
area “a | Scholl. 1,100 | 200 200 1, 500 
ndia: | 
a séad hs tis ceidaiiel 1, 135 250 190 1, 575 
Calcutta ste __-.-----------} Bodensteiner_......--.| 600 150 | 200 950 
4) eee ....-| Anderson 1, 550 800 1, 750 4,100 
Indonesia chuoaie tite .| Edens pene een 1, 000 | 250 | 350 1, 600 
ee doks .----| Hatch itbtas 800 200 | 400 | 1, 400 
ee ih sli ee vatican tenes _| Loveless. a 725 200 | 75 1, 000 
Ireland : ..-.| Raymond 250 250 250 750 
Italy ; Ogg 1, 900 | 700 200 2, 800 
Japan | Termohlen | 1, 700 700 | 350 2, 750 
Kenya (British East Afric: a) | Schublatis ms 800 | 200 | 200 | 1, 200 
Korea Buckardt | 400 250 | 200 | 850 
Liberia (West Central Africa) | Milam | 3, 600 600 300 4, 500 
Malaysa......-- _| Ruggles ; 800 200 | 100 1, 100 
Mexico-- ea ---| Lodwick ~o=| 2, 000 700 | 700 3, 400 
Netherlands s | Reed 300 300 | 200 800 
New Zealand : ‘ ; Ransom... _- | 490 250 | 210 | 950 
Pakistan. -- Sa - | MacDonald bos aa 1, 300 | 300 | 200 1, 800 
Peru. iad Day. : 1, 000 300 400 1, 700 
Philippine: s ; ___...| Crawford i 1, 250 300 350 1, 900 
PUN bots. 0. 52 ck cous Ferguson Re 200 150 100 | 450 
Southern Rhodesia (southwest Africa) | Engerbretson. . -.. 600 200 | 150 | 950 
Spain---. stdeeene ‘ Burgess. - - . 900 500 | 500 | 1, 900 
Sweden Jevodaiee ...| Larsen. J. : 1, 400 350 | 200 1, 950 
Thailand __- re | Hallowell. - . 800 300 | 100 } 1, 200 
Turkey vonSeggern 1, 850 300 150 2, 300 
Union of South Africa | Smith | 1, 500 | 300 200 2, 000 
Uruguay-.......--.- | LaMaster 102 | 300 | 498 900 
Venezuela .| Kempton 1, 100 | 500 200 1, 800 
Yugoslavia - - | Koeller 400 300 300 1, 000 
i i dececececeee-eee| 51,238 | 18,050] 17,812] 87, 100 


Mr. Marsnauy. I would add to that, if you might permit me, that 
I think perhaps of this committee I am the most skeptical of anyone. 
I was a year ago, and I am not optimistic now, that you are going to 
solve the problem of the American farmer through export trade, but 
I do feel that you have made progress this past year, based upon the 
record that you presented to this committee. It is far and above what 
I anticipated you would do. 

Mr. Horan. Mr. Chairman, I am rather proud of the part I have 
had in the reorganization to create out of what I thought was a rather 
chaotic condition that obtained from 1938 until we made the reorgani- 
zation in 1953, and I am very pleased to see the good work that is 


being done now by FAS. 





is 


1519 


I was quite impressed with the statement of our chairman, Mr. 
Whitten, when he said that to get rid of the surpluses in this country 
that presently exist that that will solve nothing permanently. I am 
also impressed with the fact that in this country today, under our 
political system of agricultural economics—and I don’t say this in 
criticism, but today in the United States of America allotments are 
a lot more important than land to the economy of the individual 
farmer. 

I have said this before, but the whole purpose of production is 
consumption. Some of our programs that are entered into with great 
hope and promise tend to either price us out of certain outlets, or 
they set up roadblocks of their own, or they generate opposition which 
tends to reduce the amount and the location of markets. 

It therefore interferes with the consumption of goods. We know 
that the population of the world is increasing. We also know that 
better than half of it is on a subnormal diet. We can’t do much 
about the inner working interests of other nations, but we certainly 
can ferret out opportunities for markets, and we can ferret out other 
markets, and we can certainly tell what other nations are doing with 
whom we have to compete. 

I merely have two questions that I would like to ask Mr. Burmeister. 


EXPORT INCENTIVES OF VARIOUS COUNTRIES 


Last year at January 27 we inserted in the hearings what other 
countries were doing that were not necessarily exporters of wheat— 
and I will use this for one commodity; it will do for others, too. 

We know that France last year, or at least as reported to us on 
January 27, was paying their domestic producers in dollar equivalent, 
$2.64, as a guaranteed price for domestic soft wheat. They were pay- 
ing $3.04 for domestic hard wheat, which is an entirely unrealistic 
figure, and I assume that through some of our foreign-aid assistance 
we probably have made a little contribution to that subsidy ourselves. 

Uruguay was paying $2.51 for wheat as a guaranteed price; Sweden, 
$2.21; Turkey, $2.91; and Syria, $2.20. Only two of those are classed 
really as exporters. That is France and Turkey, and they are not great 
exporters. They are paying those prices which are entirely unrealistic. 
They are exporting to some of our markets, or were a year ago 
exporting to Germany at a much lower figure. 

I wondered what the condition was now? 

Mr. Minor. I have astatement we can file similar to the one last year. 

Mr. Horan. I don’t think that is classified information. I wonder 
if we could have that. 

Mr. Marsuatx. Without objection, we will place that in the record. 

(The material referred to is as follows:) 


PRINCIPAL Export INCENTIVES OF VARIOUS COUNTRIES 
COTTON 


The number of foreign countries that provide export incentives for cotton has 
increased in the past 2 years as competition became stronger and prices declined. 
Most of the incentives are in the form of bilateral trade agreements (barter, 
compensation, etc.) and special exchange rates. 

Brazil has a complicated system of multiple exchange rates that provides 
minimum prices in terms of local currency to exporters who agree to pay specified 
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minimum prices to producers. Cotton is exported at competitive world prices, 
and the receipts in terms of foreign currency are accepted by the Government for 
conversion at whatever rate is necessary to provide a guaranteed price in local 
eurrency. The foreign currency is then auctioned to importers in limited amounts 
and at rates to offset costs to the treasury of price supports to exporters. 

Egypt, in recent years, has enabled cotton exporters to discount prices of 
cotton for export by authorizing them to accept foreign currency for their cotton, 
deposit 75 percent of it in foreign banks, and sell the deposits to Egyptian im- 
porters at premium rates for use in import trade. The system has been modified 
several times in the past year to include a sales tie-in between cotton exports 
and tobacco imports with importers paying premiums to exporters for their 
exchange. Government-owned cotton stocks will be auctioned soon. 

Turkey now has a 35-percent subsidy for cotton exports while prices are sup- 
ported through a national cooperative above world price levels. 

Sudan.—The Government reduces the cost of marketing and eliminates compe- 
tion among producers by acting as marketing agent (auctioneer) on a commis- 
sion basis. 

Nigeria and other Africa.—Most local governments of African colonial areas 
maintain cotton marketing boards that pay fixed prices to producers and take 
all the responsibility for disposal on export markets, mostly the mother country. 
This amounts to a price guaranty to producers and removes risks from possible 
sharp price changes before harvesting. 

Nicaragua.—The Government has taken several actions in recent months to 
reduce the cost of production of cotton to enable it to compete on foreign markets. 
Payments for cotton are received by growers in United States currency. A 
flexible exchange rate increases the number of cordobas per dollar for conver- 
sion to local currency as the price declines. This flexible rate of exchange can 
offset about half of the dollar loss from possible price declines. 

Two-way trade encouragement involving import trade restrictions and ex- 
change controls is used extensively by Pakistan, Greece, Syria, Argentina, and 
others to stimulate cotton exports. 


DAIRY PRODUCTS 


New Zealand, largest dairy product exporting country in the world, has no 
export subsidy. It has a system of guaranteed minimum prices for dairy 
products, which are established in advance of production. A marketing com- 
mission controls dairy exports aud has succeeded in building up a reserve fund 
of $66 million out of industry earnings above the level of guaranteed prices over 
the past 10 or 15 years. The Dominion Government finances a domestic con- 
sumer subsidy on butter which, in 1956, was about 13 cents per pound. 

Denmark, second largest exporter of dairy products, has no export or domestic 
subsidies on dairy products. 

The Netherlands employs a dairy marketing board which governs exports of 
dairy products. These may be sold abroad (or at home) at less than minimum 
procurement prices if the long-run interest of the dairy industry is benefited 
thereby. Subsidies on some butter exports have ranged during the past few 
years from nothing to 7 cents per pound, but only on shipments to the United 
Kingdom. Currently, the export subsidy is 1.8 cents per pound on shipments to 
the United Kingdom only, but butter holdings of the marketing commission are 
unusually heavy for this time of year. If these supplies are to be moved into 
export prior to the beginning of the new marketing year (April 1, 1957), sig- 
nificantly larger export subsidization will be necessary. No subsidies on any 
other exported dairy products have occurred. A consumer subsidy of about 3.2 
cents per quart has been paid by the Government in recent years on fluid milk 
for domestic consumption. All fluid milk is required to be standardized at 2.5 
percent milk fat content. (The 1955 annual cost of this subsidy was $15.6 
million.) 

Australia guarantees minimum returns to dairy farmers on 120 percent of the 
butter and cheese consumed domestically. For the year ended June 30, 1956, 
payments of 7.2 cents per pound on all butter and 3.5 cents per pound on all 
cheese were made, 

Finland subsidizes exports of both butter and cheese. During January—June 
1956, a subsidy of 39.4 cents per pound was paid on nearly all of 15 million 
pounds of exported butter. Authorizations for further exports to France and 
Western Germany contemplated subsidy payments of about 30 cents per pound. 
The subsidy on butter exported to the United Kingdom required payments rang- 
ing up to 41 cents per pound. These export subsidies are exclusive of the domes- 
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tic subsidy incorporated in the cost of butter to exporters. The Government sub- 
sidy on exported cheese, which represents the difference between the guaranteed 
export price and prices generally obtainable in export markets, was approxi- 
mately 14.6 cents per pound on January 1, 1956. It was raised 5.9 cents to 20.5 
cents per pound in May 1956. As in the case of butter, this was in addition to the 
current subsidy to farmers producing milk, which, in January, was about 3.7 
cents per pound of cheese and, in May, was raised to 10.6 cents per pound. As 
export values declined seasonally, the average subsidy on exported cheese rose 
to about 30 cents per pound by midsummer 1956. Export subsidies have con- 
tinued, but details are not yet known for the second half of 1956. 

Sweden.—The f. 0. b. export price for butter in October 1956 was approxi- 
mately 6.6 cents per pound below the domestic wholesale price. Butter exports 
during 1956 were approximately 35 million pounds. The average export subsidy 
rate for 1956 is not yet available. It is not possible to separate out the domestic 
dairy production subsidy from other agricultural subsidies. For 1955, the fol- 
lowing allocation of a total farm subsidy of $19.5 million was indicated: 


Percent 
Acreage subsidies_.._._____ Saks Biccaninsiiit se seaneee EE er eee nna 58 
Mik eweieiee Greet AFORS.....~ 26 os Sisk ke Den eens 22 
Special payments for low crop. yields_—~-.i.-....2-.+.2--~.u---.~------- 20 


South Africa.The Government disbursed $600,000 during the 1955-56 mar- 
keting year as a subsidy on exported cheese. In July 1956, the Industrial Milk 
Commodity Congress requested the Government to subsidize domestic cheese 
consumption rather than cheese exports if a surplus of cheese should oecur. It 
was requested that the domestic price be reduced, if necessary, to stimulate 
cheese consumption. 

Switzerland.—The domestic retail price for fluid milk is subsidized. The 
1956 cost of this program was $3 million. This cost was partially met and 
defrayed by duties on dairy products imported into Switzerland. The 1956 pro- 
ceeds were about $2.8 million. Domestic retail butter prices are also subsidized, 
and the 1956 cost of this program was $4.8 million. Part of this cost was 
defrayed by profits made by Butyra, the Government dairy importing organiza- 
tion, on the difference between the cost of imported butter and the higher price 
at which it was sold on the domestic market. This was about $2.3 million. 
Net total treasury cost was about $2.5 million for 1956. 

France.—Export subsidies only on butter have been reported. Butter exports 
in 1955 were about 24 million pounds and were shipped mainly to the United 
Kingdom and West Germany. The subsidy paid on these exports varied, but 
was reported to have reached a maximum of 32 cents per pound below the sup- 
ported domestic price of butter. 

Italy does not report any subsidies, as such, on dairy products. Certain 
administrative actions, however, can be and sometimes are taken to aid exports 
of cheese. The transactions tax on exported cheese can be refunced. Other 
concessions such as extension of medium term credit, insurance of credit on 
export sales, and partial payment to exporters of customs duties paid on exported 
Italian cheese may have been utilized for certain periods. The actual situation 
is not clear. 

Canada extends no direct export subsidy on dairy products. Late in 1955 and 
early in 1956, Canada exported 10 million pounds of butter at 37 cents per 
pound. This was 21 cents below the purchase price of 58 cents per pound. 

United Kingdom.—No export subsidies; but milk production has exceeded 
domestic fluid requirements under the price-support -program during the last 2 
years. The surplus appears to be still increasing. 

West Germany.—No export subsidies, but domestic milk production has been 
subsidized in order to avoid increases in the domestic prices of fluid milk and 
dairy products. Last program was for December 1955-April 1956 in the amount 
of 42 cents per hundredweight of milk. 








FRUIT, TREE NUT, AND VEGETABLE ITEMS 


Argentina.—Multiple exchange rates, permitting certain export items to receive 
more favorable rates of exchange than other items. 

Algeria.—Export subsidies are paid at varying rates on dates, figs, canned 
fruits, and fruit juices. 

Australia.—Nearly all fruits and fruit products are sold for export through 
centralized marketing boards. In the case of dried fruits, allocations are made 
between domestic and foreign markets and differential prices are established for 
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the various markets. In the case of canned fruits, an export rebate is given 
relating to the amount of sugar in the products, and to the difference between 
the net price of Australian sugar and the price at which the cheapest foreign 
sugar can be landed in Australia, free of duty. In addition, Federal contributions 
are made for promotions in foreign markets. 

Ltustria.—Repayment of turnover tax, freight subsidies, and cheap export credit 
for cattle, pigs, butter, cheese, wine, and fruit. 

Brazil—Same as Argentina. 

Bolivia—Favorable foreign exchange retentions on exports of brazil nuts. 

Chile—Same as Argentina. 

Colombia.—Same as Argentina. 

Ecuador.—Same as Argentina. 

France.—Plans for reduction in transportation charges, direct Subsidies, 
assumption of export sale deficit, and refund fiscal and social security charges. 
In the fall of 1956 there was an export plan of 20 francs per kilo on pears, table 
grapes, tomatoes, artichokes, carrots, raspberries, bilberries, melons, peaches, 
and peppers. And, in addition, table grapes and tomatoes received a refund of 
50 percent of rail transport charges; pears, 60 percent; and plums, 10 percent. 
Also peaches, pears, and table grapes received 65 percent refund on the hire of 
refrigerated trucks. 

Formosa.—Subsidizes the exports of canned pineapple. 

Israel.—All sales of citrus fruits are controlled by a federally sponsored mar- 
keting board which allocates the volume of fruit moving into domestic and into 
foreign markets, and establishes price differentials by markets. Other Federal 
aids include long-term low-interest loans, land at special prices, and liberal tax 
benefits. 

New Zealand.—Rail freight subsidy for exports of apples and pears are sold 
through a marketing board, which establishes grower prices and absorbs the 
profits and losses. 

Paraguay.—Same as Argentina. 

Spain.—Multiple exchange rates. 

Switzerland.—Depending upon the domestic supply situation, export subsidies 
are paid on fruits on a seasonal basis. At times freight rates are also subsidized. 
In the winter of 1956-57 potatoes and apples were being subsidized. 

Turkey.—The Federal Government provides heavy export subsidies from time 
to time on specified dried and fresh fruits, vegetables, and nuts. The most 
important such subsidy to United States producers in 1956 was on raisins and 
amounts to 4.86 United States cents per pound on sales for dollars and for EPU 
currencies. Many workers in agricultural production and processing are exempt 
from certain internal taxes. 

Union of South Africa.—Disproportionately low ocean freight rates to Euro- 
pean markets made possible by long-term mail and freight carriage contracts 
between the Union and shipping lines. Citrus, deciduous, dried fruits, potatoes, 
and dry beans are sold through marketing boards which distribute all of the 
fruit destined for export. A few items are purchased by the board at fixed 
prices and sold at fixed prices. In some cases surplus pools are established and 
losses or profits are absorbed into the hoard’s general operation. Inland freight 
rates.for a commodity for export may be below the domestic rate. 

Uruguay.—Same as Argentina. 

Denmark.—Exporters to dollar areas may use up to 10 percent of proceeds 
for EPU goods normally under quota. Fruit production supported by import 
regulations. 

Italy —F ruits eligible for special rail rates at savings equal to 10 percent of 
the farm value. 





GRAIN AND GRAIN PRODUCTS 


Price is no longer the outstanding factor affecting the competitive status of 
United States grain and grain products in world markets. Virtually all import- 
ing countries have adopted policies aimed at the attainment of a larger measure 
of self-sufficiency. This is particularly true of wheat. Grain-exporting coun- 
tries, on the other hand, have taken action to assure outlets for their surpluses. 
In both instances, the overall objective is to maintain desired levels of agricul- 
tural income and satisfactory balances of foreign currencies. 

A wide yariety of measures have been adopted for the attainment of those 
objectives. In importing countries, they include support prices for homegrown 
grains and, in the case of wheat, subsidies to local flour mills and other measures 
to offset the effect of relatively high support prices. The net effect is to make 








deficit countries less dependent on foreign sources of supply, even though im- 
ported wheat could be purchased at lower prices. In exporting countries, such 
measures consist Mainly of steps to expedite the sale of surpluses abroad while, 
at the same time, assuring returns to growers that will not fall below a minimum 
guaranteed for the entire crop. In the absence of definite steps to reduce acre- 
age, these measures tend to maintain production in exporting countries at levels 
in excess of world import requirements. 

The level of the support prices in effect for wheat and corn in indicated foreign 
countries this year is as follows: 
Wheat 


In Canada, the guaranteed minimum price for 1956 crop wheat is $1.40 per 
bushel. In Australia, it is $1.53 per bushel. ‘These are the initial payments to 
the growers. In both countries, the marketing of the crop is the sole responsi- 
bility of official marketing boards. Profits made by the government on subse- 
quent sales are prorated to growers on the basis of the quantity and quality of 
their deliveries. 

In Argentina, this year’s guaranteed support price is $1.26 per bushel; in 
Uruguay, $2.51 per bushel; in France, $2.92; in Turkey, $2.91; in Sweden, $2.29; 


in the United Kingdom, $2.27; in Chile, $2.07; in Ireland, $2.15; in Germany, 
$2.73 to $2.82 ; in India, $1.53 ; in Japan, $2.59; and in Brazil, $3.99. 


Corn 


Argentina and the Union of South Africa are the principal competitors of the 
United States in world corn markets. In both countries, growers are guaranteed 
a minimum fixed price for corn. The Argentine Government has increased its 
1957 support price to 80 pesos per 100 kilograms ($1.26 per bushel) f. o. b. ports, 
compared with 70 pesos ($1.10) per bushel for the 1956 crop. In the Union of 
South Africa, the 1957 support price has been lowered to $1.16 per bushel com- 
pared with $1.18 per bushel a year ago. 

Argentina.—The new government in Argentina has abolished most of the 
restrictions on production and trade of meat products. 

1. The price of cattle to producers has been increased by the Government by 
20 percent, which has brought about an increase in the marketing of cattle, 
especially during the 1956 season. 

2. The exchange rate of the peso has been liberalized from 7.50 to 18 pesos 
per dollar for all meat exported. 

3. Meat consumed domestically is subsidized. In 1956 the subsidy was esti- 
mated at $6 million. 

4. Multilateral trade agreements have been signed with nine European coun- 
tries. These agreements cover almost all meat and meat products produced 
and exported. 

5. The Government reestablished the National Meat Board, which promotes 
livestock production and controls the marketing of livestock and meat. Its 
aims are to increase consumption and prevent high prices to consumers, and 
to promote exports. It has jurisdiction over the entire country. 

The powers of the Board are far reaching. It has the authority to fix live- 
stock and meat prices, and grant licenses to packers and market agencies. It 
establishes classes and grades of livestock and meat, both for domestic use 
and export. The Board recommends the quantities of livestock and meat prod- 
ucts for export, sets export standards, promotes the creation of marketing 
facilities for livestock and meat, promotes domestic consumption, develops ex- 
port markets, regulates shipments, and controls shipping space. Other functions 
include the collection and publication of information on livestock marketings and 
prices within the country and on foreign sales. 

To finance the activities of the Meat Board, levies are made on cattle, sheep, 
and hogs marketed by producers. The assessment is 2% percent of the market 
value of all livestock sold. 

Wnited Kingdom—The United Kingdom, the largest meat importer in the 
world, subsidizes its livestock production very heavily. The annual average 
subsidy from 1949 to 1955 for meats and bacon has been £64 million. Because of 
the subsidy, a larger share of the domestic meat consumption is produced cur- 
rently than before World War II. 

New Zeatand.—The Meat Producers’ Board, with an accumulated reserve fund 
of £40 million (which is earmarked to support the orderly marketing of meat), 
is a strong organization. The fund is ready to take care of deficits or any 
fluctuations in the price of meat. Other indirect forms of subsidies are used 
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in the cost of the transportation of lime, growing feeds for hogs, aud aiding the 
freezing companies. 

Australia.—There is no direct subsidy on meat in Australia as there is on 
dairy products. The Australian Meat Board, however, controls prices in an 
indirect way. The board was established to supervise the issue of export licenses, 
regulate shipments of meat, and collect levy on all meats exported in order to 
meet expenses. It is made up of representatives of producers, processors, ex- 
porters, and the Commonwealth Government. It is empowered to manage and 
control all matters connected with the purchase, sale, handling, storage, pro- 
tection, treatment, transfer, and shipment of any meat, meat product, or edible 
offal purchased by the Commonwealth Government. It also undertakes the 
slaughtering and treatment of stocks and submission for export on the owner’s 
account. 

Denmark.—The exports of pork products from Denmark to the United States 
and Canada are eligible for certain export premiums, which are equal to 8 percent 
of the dollars received from such transactions. Such export premiums, therefore, 
amount to a subsidy on all exports from Denmark to dollar areas. All Danish ex- 
ports of pork products to the United States are handled by the cooperative slaugh- 
ter-houses under the Danish Bacon Factories Export Association. 

There is strict control by the Government over exports to all areas. During 
1954 it set quantitative controls on the export of hams to markets other than the 
United Kingdom so that it could meet delivery schedules for pork to that country. 
These controls, however, were put into effect reluctantly in view of the desire 
of the Danes to continue their exports at higher prices to the United States, and 
the export quotas were set so as not to severely limit these shipments. 

Sweden.—In accordance with an agreement between the farm organization and 
the Government, prices of meat in Sweden were further reduced by an average 
of about 1 cent per pound during the marketing year 1954-55. Prices of small 
pigs have been at the Government support level of 26 cents per pound, The prices 
of meat in Sweden are regulated in accordance with an agreement between the 
Government and the principal wholesale agency, the Swedish Farmer’s Meat 
Marketing Association. Under this agreement, the average wholesale price level 
is maintained at a certain agreed-upon level. 

ixchange and other Government controls have prevented meat from moving 
freely into Sweden, in spite of the fact that prices in that country are consid- 
erably higher than in many other markets. 

Finland.—In order to firm up domestie prices, the Finnish Government 
subsidized pork as much as 16.5 cents per pound. 

Union of South Africa.—The Livestock and Meat Control Board is active in 
the marketing of meat. The board, in cooperation with the ministry of agricul- 
ture, guarantees minimum prices to producers. The board buys or sells meat 
to maintain minimum prices. 

France.—The Meat Market Rehabilitation Fund subsidizes all meat exported to 
Eastern European countries and other Western European countries. Currently, 
the Mutual Guaranty Fund, which succeeded the previous organization, sub- 
sidizes the export of meat made by private firms, paying the difference between 
the French price and the European price at which exports are made. 

Switzerland.—Subsidies paid for the export of breeding stock are collected 
through duties imposed on the sale of all livestock or livestock products, in 
accordance with the law adopted March 30, 1950. The price of the imported 
meat is used as a lever to equalize or maintain domestic prices. 

Austria.—aAs a result of increased production of meat in Austria, which had 
a depressing effect on the price of meat in the local markets, the Government 
placed a limitation on imports of meat. However, it has encouraged exports of 
cattle to foreign countries by contributing part of the cost of transportation. 

The Netherlands.—The Board for Livestock Control, a Government-sponsored 
marketing organization, supervised the quality and quantity of exports. It 
negotiates export agreements with importing countries, and their profits or losses 
are absorbed by the Government Agricultural Equalization Fund. The Govern- 
ment has established a guaranteed producer price for hogs suitable for bacon 
production. A pig fund for price support is used for the benefit of pig breeders 
in general, and works as a price stabilizer 

Uruguay.—The Government controls the meat industry. It sets aside a cer- 
tain percentage for local consumption, and establishes an export quota for the 
year. Subsidies on frozen beef for the year 1955 were estimated at about 47 per- 
cent of the sale price. Subsidies on canned meat were calculated to be around 
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183 percent of the sale price when the higher export exchange rate was taken 
into account. 

Western Germany.—Government policy, with regard to livestock and meat 
supplies, is one of protection for the domestic producer at the expense of the 
consumer. In order to stabilize the slaughter pork prices, the Government oper- 
ated the Import and Storage Agency during 1955 by— 

1. Controlling imports of hogs and pork, and placing a considerable number 
of hogs into the federal reserve. 

2. Buying hogs from the domestic market, either reexporting or storing them. 

3. Encouraging and readily approving the export of young hogs. 

The measures taken for the protection of domestic livestock production and 
the interests of the farmers become more significant when it is known that live- 
stock and its various products account for 75 percent of total food production 
in the Federal Republic of Germany, and for 70 percent of the farmers’ sales 
returns (including all livestock products). 

Belgium.—The Belgian Government has set specific ceiling prices on meat at 
the retail level in an effort to hold down living costs to consumers. In the past, 
imports of beef at duty discounts were authorized in an effort to combat rising 
beef prices. There has been a tendency to increase cattle numbers by with- 
holding animals from slaughter. 

The new ceiling on fat bacon is equivalent to 23 cents per pound, and the maxi- 
mum for fresh hams is 73 cents. The ceiling on lard has been 23 cents per pound. 

Canada.—The livestock industry of Canada is protected by price supports, 
although prices have rarely fallen to floor level in normal times. During the 
foot-and-mouth disease epidemic in western Canada, the agricultural price 
support board took a loss of $72 million on the resale of huge supplies of beef 
and pork. This special floor price was set up in 1952 and helped to save the 
livestock industry from a market debacle. 

The support prices for hogs grading “A” are $23 per 100 pounds, warm carcass 
weight, in Toronto and Montreal, $20 at Winnipeg, $19 at Saskatchewan, and 
$18.50 in Alberta. Whenever the packers discontinue buying at support level 
and producers cannot sell elsewhere at floor price, the Government stands ready 
to purchase all the pork that may be offered. At the time of heavy marketing 
last winter, hog prices remained at or very near the floor price for several weeks, 
and it is assumed that the price-support program prevented prices from going 
lower. This would indicate a desire on the part of the packing industry to 
prevent pork from being offered to the Government. The last Government pork 
purchases were made in 1952. 
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TOBACCO 


Federation of Rhodesia.—Bilateral agreements are still in effect with the 
United Kingdom and Australia. These agreements are virtual guarantees to 
purchase a major portion of the Rhodesian crop as long as prices are reasonable. 
Average prices for the 1956 crop of flue-cured was equivalent of 38.4 cents per 
pound. The average price for United States flue-cured from the 1956 crop was 
about 51.5 cents per pound. The decline in prices for Rhodesian leaf in 1956 
(1955 prices averaged 47.1 cents) was attributed to lower quality and record 
volume of production. Prices for the higher quality grades of Rhodesian flue- 
cured remained above those for United States flue-cured but prices for low and 
medium grades were well below prices for United States grades of similar quality. 
Rhodesian tobaceo enjoys a preference tariff equivalent to 21.5 United States 
cents in the United Kingdom market and also enjoys preferential tariff treatment 
in the Australian market. Also, considerable quantities of Rhodesian leaf are 
imported by the Union of South Africa duty-free. 

Canada.—Canada enjoys a preferential tariff of 21.5 cents in the important 
United Kingdom market. Farm prices for the 1956 crop of flue-cured were 
fixed by the Ontario Flue-cured Growers’ Association at a minimum average of 
45 cents per pound (plus 2 cents for grading and tying) compared with 44.25 
cents (plus 2 cents) for the 1955 crop. Canadian prices of flue-cured generally 
are fixed about 5 cents per pound below average United States prices. 

India.—India’s tobacco enjoys a tariff preference in the United Kingdom and 
Pakistan, Prices for Indian flue-cured tobacco, the most important kind ex- 
ported, are well below the prices of even the lowest qualities of United States 
flue-cured. India has bilateral trade agreements with about 20 countries which 
include tobacco as an item to be exported from India in exchange for industrial 
and consumer goods. The new export promotion council for tobacco which was 
formed in January 1956, has been successful in selling additional quantities in 
other foreign markets. 

Brazil.—Actual or “real” export prices in terms of United States currency 
are impossible to calculate, since there are several levels of foreign currency 
exchange rates. ‘Real’ prices are believed, however, to be lower than for 
similar qualities and grades of United States leaf. Through the use of bilateral 
trade arrangements exports of Brazilian tobacco, particularly to Western Europe, 
have increased. 

Colombia.—The Colombian Government, in effect, grants an export bonus to 
tobacco exporters permitting them to sell foreign exchange received for tobacco 
exports at the free-market rate which returns from 40 to 60 more pesos per 
dollar than the official rate. This tends to encourage the export of Colombian 
leaf which competes with United States dark tobaccos in several Western 
European markets. 

Union of South Africa.The Union of South Africa has an export bounty on 
tobacco in an effort to sell in world markets at prices below those for similar 
tobaccos grown elsewhere. 

Madagascar.—Incentive prices for tobacco are maintained based on production 
costs, and prices paid to growers for the Maryland-type leaf produced in 
Madagascar have increased greatly over the past several years. The French 
monopoly guarantees the purchase of the major portion of the Madagascar crop 
and this has practically eliminated the United States as a source of supply for 
this kind of tobacco in the French market. 

Indonesia,—The Indonesia Government revised its tobacco export promotion 
scheme in August 1956. The new export premium certificate for leaf tobacco 
is 8 percent and for cut tobacco 10 percent. _ It is quoted in foreign currencies and 
issued to exporters. The primary purpose of these new export certificates is to 
expand leaf tobacco exports. 

Greece.—Purchase and marketing of the Greek tobacco crop is financed to a 
considerable extent by credit supplied by Government or quasi-Government 
sources at special rates (below commercial interest charges). Bilateral trade 
arrangements with 27 countries cover about 80 percent of total tobacco ex- 
ports, or practically all Greek tobacco that is not shipped to the United States. 
The Government also purchases the exportable surplus production (that not 
absorbed by domestic or normal export channels) and disposes of it abroad 
through State trading arrangements. In the latter connection, purchases from 
the 1955 crop totaled some 24 million pounds. 

Cuba.—In an effort to stabilize prices received by growers, the Cuban tobacco 
stabilization fund, a quasi-Government agency, purchases tobacco produced in 











excess of quantities absorbed by usual domestic and foreign outlets, and disposes 
of the tobacco so purchased through state trading arrangements—usually at a 
loss to the fund. 

Turkey.—The tobacco monopoly has responsibility for stabilizing the tobacco 
market by purchasing when prices weaken. The Turkish Government vigorously 
pushes the conclusion of bilateral trading arrangements covering the purchase 
of Turkish leaf by Western European and Soviet bloc countries. Some 23 
agreements are in effect (all renewed annually) accounting for about 80 percent 
of Turkish tobacco exports, excluding those to the United States. All tobacco 
farmers are exempt from income taxes. In addition, the monopoly has granted 
a cost-of-production bonus equivalent to 4 United States cents per pound to 
producers, which is expected to keep export prices from increasing. The 
Turkish Government issues export permits only if the export price is set or 
approved by the Union of Turkish Tobacco Merchants, in an effort to see that 
prices are in line with competitive exports and to prevent smuggling of foreign 
currencies. 

Mr. Burmeister. Due to the vagaries of weather, France has be- 


come an importer of wheat. 


DISTRIBUTION OF PUBLICATION OF COMPETITIVE POSITION OF UNITED STATES 
FARM PRODUCTS ABROAD 


Mr. Garnett. Turkey needs a million tons of wheat. In Competi- 
tive Position of United States Farm Products Abroad, 1957, there 
is a big table in there on wheat which shows all the exporters and all 
of the things the Government does. 

Mr. Horan. That is a very useful publication. How many of those 
do you print? 

Mr. Mrnor. We printed 7,500 of that this year. 

Mr. Horan. And that goes to the vital parts of the agriculture in 
the United States? 

Mr. Minor. Yes, sir. 

Mr. Garnett. Yes, sir. 

Mr. Horan. Do you feel that amount is adequate? That covers 
all commodities, as 1 understand it. 

Mr. Mrnor. Yes. 

I believe we have thus far been able to meet the demand. It is 
copied a good deal in trade publications, as all of our publications 
are. We get a much wider circulation than the number we put out. 

Mr. Horan. I for one would be willing to increase the amount 
allowed for the cost if you have reason to believe that you don’t have 
adequate distribution. 

Mr. Natcuer. Will the gentleman yield at that point? 

Mr. Horan. Surely. 

Mr. Narcrrer. I certainly agree with my friend, Mr. Horan, and 
believe that there is an inadequate distribution. 

Mr. Minor. We have been trying in every way that we could under 
the encouragement or needling of the Administrator to make these 

ublications the best that we can and to hold the size of them within 
imits because it is very easy to let the length get away from you. 
We have used some funds for publications that otherwise would have 
gone into other uses, and it is a pretty tight pinch sometimes, but 
thus far we think we are making it all right. 

Mr. Horax. Dr. Bottum, of Purdue University, in speaking to 
the Spokane Farm Forum, said that so far as our domestic produc- 
tion is concerned, domestically, that we are only 4 to 6 percent out 
of ‘lime. We can change that very fast. We have seen that in the 
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case of shipments of wheat from the Pacific Northwest to Japan 
within a “wasae of about 6 weeks. The price was precipitously lower 
than the loan price, which was the controlled one. 

Now, we are bedeviled with the restrictions on our own producers. 


INTERNATIONAL WHEAT AGREEMENT 


Mr. Horan. I have just one other question, Mr. Chairman. You 
brought up the International Wheat Agreement. I am very much 
interested in that. I wonder if Mr. Burmeister would care to give 
us a short comment at this time, and then enlarge on it? 

Mr. Garnett. I would like to switch the question, if I may, to 
Gordon Fraser, who was formerly General Secretary of the Inter- 
national Wheat Agreement. 


BIOGRAPHICAL SKETCH OF GORDON FRASER 


Mr. Horan. That will be fine. Before he replies, I would like to 
suggest that we place in the record a biographical statement on Mr. 
Fraser. 

Mr. Marsyauti. We will be glad to have that statement for the 
record. 

(The statement is as follows:) 


310GRAPHIC SKETCH OF GorDON O. FRASER, AGRICULTURAL ADMINISTRATOR GS-16 
(ASSISTANT ADMINISTRATOR, MARKET DEVELOPMENT AND PROGRAMS) 


Date of birth: October 19, 1917. 
Legal residence: Moro, Oreg. 


I. Education and training 

Bachelor of science, agricultural economics, Oregon State College, Corval- 
lis, Oreg., 1939. 

Master of science, agricultural economics, Purdue University, West Lafayette, 
Ind., 1941. 


IT. Employment history 

February 13, 1956, to present: Assistant Administrator, Market Develop- 
ment and Prograins, Foreign Agricultural Service, USDA, Washington, D. C. 

October 19, 1954, to February 13, 1956; Secretary, International Wheat Coun- 
cil, London, England. 

November 1952 to October 1954: Secretary, IWC, on detail from State De- 
partment, London, England. 

October 1950 to November 1952: Chief, Food and Agriculture Division, 
HICOG, Office of Economic Affairs, ECA/MSA Mission to Western Germany, 
Frankfurt and Bad Godesberg, Germany. 

October 1949 to October 1950: United States representative to IWC, United 
States Department of Agriculture, Production and Marketing Administration, 
London, England. 

December 1947 to October 1949: Chief, Food Group, FAOA, Office of Food 
Administrator for Occupied Areas, Department of the Army, Washington, D. C. 

March, 1946 to December 1947: Chief, Food and Agriculture Section, CAD, 
major, Department of the Army, Washington, D. C. 

July 1945 to February 1946: Chief, Food Requirements Section, major 
Military Government of Germany, Berlin, Germany. 


Ill, Armed services 
September 17, 1941, to December 3, 1947, United States Army. 
IV. Marital status 
Married. 
Mr. Horan. You had Bill Ockey’s job at one time. When was this? 


Mr. Fraser. I returned to Washington from that post a year ago. 
Mr. Horan. You were there during the latest negotiations ? 
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Mr. Fraser. Yes. 

Mr. Horan. Would you care to comment 
statement for the record ? 

Mr. Fraser. Well, I don’t know that there 
be said. The agreement is stronger from the standpoint that Argen- 
tina is now a member as an exporting country. Sweden is also a mem- 
ber as an exporting country, which increases the number of exporters 
to six, and since they are all bound by the price provisions it would 
seem that would contribute to world stability in prices. 

On the other hand, the quantity of wheat included under the present 
agreement is considerably smaller than was under the previous 
agreements. 

“Mr. Horan. That would naturally follow because of the efforts 
some of these countries are making to enlarge their own domestic 
production. 

Mr. Fraser. That is true, and it also stems from the fact of the 
world surplus condition in wheat. Many importing countries were 
reluctant to subscribe to as big a quota as they actually need in terms 
of their annual import requirements. 

Mr. Horan. I think we all realize there is nothing man does that is 
necessarily sacred. I am completely disillusioned about how some 
of our farm programs are working out. I think a major overhauling 
is badly needed. We have all kinds of suggestions. It is merely a 
matter of arriving at something upon which we can agree. 

(The information requested follows :) 


and then enlarge your 


is a great deal that can 


as 


INTERNATIONAL WHEAT AGREEMENT 


Guaranteed quantities of exporting countries 
































Crop year | Rates Canada Australia | France Argentina | Sweden | Total 
| tates | 
| | | 
Thousands of bushels 
adh techie hceindihlnmmnh inci thhahliaae—! i abi nntck igen ee 
1949-50... __....| 285,858 | 205, 103 80, 799 | 3, 844 | | 525, 104 
$000G1i..3 seu... 2--ica 248,164 | 221,502 | 88, 700 | 4, 089 | 562, 545 
1951-62__..__- 255,149 | 241. 613 | 72, 000 | 4, 089 <et}-aid--e0ns) .1 592, Obl 
eee tse | 253, 128 235, 000 | 88, 700 | 4, 089 |. Haesee Ss : 580, 917 
1953-64. --_.-__- | 198, 652 150, 842 44, 356 OP Pos sian -25- 389, 189 
1954-55... | 195, 572 152, 337 44, 796 | SO haiiccak - cadhisais | 398, 047 
1965-66........-.-..-- |. 196, 523 153, 078 45, oun 344 |... Lai | 394, 958 
New agreement fen patter ne ye det 132, 099 102, 897 30, 257 | 16, 535 14,697 | = 6, 430 | 302, 915 
Hachibihnaiil, St sisi oa Percen* 
| | 
1949-50_ x4 44.9 | 39.1 15.4 | 0.6 | L dtacl 100 
GOO 5... ineibpiidn- 44.1 39.4 15.8 ny thienenntel 100 
ae 44.5 | 42.2 12.6 7] \" 100 
1952-63... .........-. 43.6 | 40.5 15.2 | MTG j 100 
1953-64. ..........---. 49.7 38.8 11.4 | «hd. +---| 100 
1954-55- a 49.8 | 38.7 | 11.4 | 3 Ties =| 100 
Seth Sh 49.8 | 38.7 11.4 Tf. 100 
New agreement. ___- | 43.6 | 34.0 10.0 5.5 | 4.8 2.1 | 100 
| | | 
ei 45.2 | 39.3 | 15.5 |- ee eee a 100 
~ © egieiren ..-| 44.4 | 39.7 | 15.9 ak Laake initian 100 
ek. 44.8 42.5 12.7 | a bante del 100 
1952-53... s 43.9 | 40.7 15.4 OP IIE a 100 
(000 -G4i... .. 005.<c5-> 49.8 | 38.8 11.4 | 100 
1054-56_...........-- | 49.8 | 38.8 | 11.4 |.- wane Sees ad 100 
wapee...... 332.5. 49.8 | 38.8 | 11.4 |. abi 100 
New agreement. .--_- 49.8 | 38.8 11.4 | | 100 
i | 





1 Australia’s guaranteed quantity for 1951-52 was reduced under art. X by 16,700,000 bushels. Canada’s 





guaranteed quantity was increased by 8,634,000 bushels, leaving exporters and importers guaranteed quan- 
tities out of balance by the difference of 8,066,000 bushels. 
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Guaranteed quantities of importing countries 









































(Thousands of bushels] 

New 

Importing countries 1949-50 | 1950-51 | 1951-52 | 1952-53 | 1953-54 | 1954-55 | 1955-56 | agree- 

ment 
Mths. es. 2-4. 5490k 6444050 11,023 | 11,023} 11,023 11,023 9, 186 9, 186 9, 186 3, 675 
niin Benoa s naka agers 20, 209 | 20,209 | 20,209 | 20,209 23,883 | 23,883 | 23,883 | 16, 535 
DTI wtih idadiide ovdin~acmcke 2, 756 2, 756 2, 756 2, 756 4,042 4, 042 4, 042 4, 042 
E855 die athteel Fu 13, 228 13, 228 13, 228 13,228 13, 228 13, 228 13, 228 7, 349 
Ceylon. .___- bac eveseouaee 4, 409 6, 614 6, 614 6, 614 10, 288 10, 288 10, 288 6, 430 
CIR 55 5 - fae dansdébcecediceec hs he bd. ccs) bg ce ek Pd sd ih a 5 é3-cegeull (eee 
CALs bawccoulacubeoe 1, 102 1, 213 1, 213 1, 213 1, 286 1, 286 1, 286 1, 470 
Oupie 32. 35. Auli “LL ok 7, 422 7, 422 7, 422 7, 422 7, 422 7, 422 7, 422 7,422 
EE once de ob 1,617 1,617 1, 617 1, 617 1, 837 1, 837 1, 837 1,837 
Dominican Republic. .....__- 735 876 876 876 956 1, 029 1, 102 1, 102 
OOM OR 65 cack naa she stoned ou 1, 286 1, 286 1, 286 1, 286 2, 388 2, 388 2, 388 1, 837 
Egypt...--- wnlae o> sabinn 8, 818 14, 697 14, 697 14, 697 14, 697 14, 697 14, 698 11, 023 
El Salvador. -.......-. othe 404 404 404 404 735 735 735 919 
CN nk ips omeseceuecek Ghee 66, 139 66, 139 66, 139 55, 116 55, 116 55, 116 55, 116 
GIONS 3 ee hs ot hk A ES 15, 726 15, 726 15, 726 12, 860 12, 860 12, 860 11, 023 
EEE 367 919 919 | 919 1, 286 1, 286 1, 286 1,470 
Hate. ....- : 1, 029 1, 029 1,029 1, 029 1, 837 1, 837 1, 837 2, 205 
Honduras. - -. ent | 367 367 367 735 735 735 919 
isis a dalne's Seah aee see | 404 404 404 404 404 404 viainnbadly 
India _.__.. ease bp-cleaaandin 38, 287 55, 116 55, 116 55, 116 36, 744 36, 744 36, 744 7, 349 
EROS 65 5.) ek chp dfn d-- ee 3, 674 3, 674 3, 674 6, 246 6, 246 6, 246 5, 144 
Ireland. ----_- , buiccakct 10, 104 10, 104 10, 104 10, 104 10, 105 10, 105 10, 105 5, 511 
Israel... .. ‘ he 5, 879 5, 879 5, 879 5, 879 8, 267 8, 267 8, 267 8, 267 
Italy _.- " 40, 418 40, 418 40, 418 40, 418 |. 3, 674 3, 674 3, 674 
Japan... ‘ : : 18, 372 18, 372 36, 744 36,744 | 36,744 36, 744 
Jordan _-. Jhon b sane oh stl iPS: SEP. a. Feat 2, 939 2, 939 2, 939 7 
Korea_- ert =“ , ; . a 1, 470 1,470 1, 470 2, 205 
Lebanon. ..- _ 2, 388 2, 388 2, 388 2, 388 2, 756 2,756 | 2,756 2, 756 
Liberia. 37 37 37 37 73 73 73 73 
Mexico. - i os 9, 186 12, 860 12, 12, 860 14, 698 9, 186 14, 698 3, 674 
Netherlands ‘ as 27, 558 24, 802 24, 802 24, 802 24, 802 30, 314 24, 802 25, 721 
New Zealand as — 4, 593 4, 593 4, 593 4, 593 5, 879 5, 879 5, 879 5, 879 
Nicaragua - - ‘ 294 331 331 331 368 368 368 | 367 
Norway-.------- sa 7, 716 7, 716 7, 716 7, 716 8, 451 8, 451 8,451 | 6,614 
POMMMAM 6 id. sss. tcsees éi 625 625 625 625 735 845 845; 1,102 
lt ti Searing angi Rid aca 5,512 | 5,512 5, 512 5, 512 7, 349 7, 349 7, 349 7, 349 
Philippines ___ eee 7, 202 7, 202 7, 202 7, 202 8, 672 8, 672 8, 672 6, 063 
Portage... 5.5 pnawide th 5, 144 5, 626 5, 626 5, 626 7, 349 7, 349 7, 349 5, 879 
Saudi Arabia_......_.....__- 1, 837 1, 837 1, 837 1, 837 2, 572 2, 572 4, 409 3, 674 
a a a, 8 ed ee 4,373 | 4,373] 4,373] 9,186] 9,186] 9,186 | 4,593 
Sweden..___. 2 ae ediccdaee a 2, 756 2,7. aE Nine ch a ih ced catec ceeds 
Owen. ooo. bo sel Sk 6, 430 6, 430 6, 430 6, 430 7, 900 7, 900 7, 900 6, 981 
Soutia Afrion. u's... secs 11, 023 11, 023 11, 023 11, 023 13, 228 13, 228 13, 228 5, 512 
United Kingdom...........-- 334, O08.) 177,008.) 327, 00B.) BERGE hase caien bc capasnws}---ccapeeneheeen 
De ay ei ss enaaaeinnt iis a'ssa2 Bete shniee tha tote aici aaa 551 551 551 551 
Vee 2 ess 4,777 6, 246 6, 246 6, 246 6, 246 6, 246 6, 246 6, 246 
Preieiies sia ci es ass es. eis ch ise: Jes 3, 674 3, 674 3, 674 3, 674 
Total_..................| 525,104 | 562, 545 | 580,917 | 580,917 389, 190 | 393, 047 394, 958 | 302, 915 





Mr. Horan. There is one thing we can agree upon, and that is on 
those activities in the Department of Agriculture that find markets 
and enlarge them. A lot goes along with that. It is tied up in our 
grain standards. There is no question but what we could do some- 
thing about that. 

However, there is a question of whether our people can live with 
new grain standards. That is a problem we have at home, and it is 
not necessarily your problem. 

That is all, Mr. Chairman. 

Mr. Minor. Mr. Chairman, in some of the recent years we have in- 
serted a statement by commodities showing the situation. If you 
desire, we have the statement which we would be glad to pu in. | 

Mr. MarsHa.t. Our hearings are quite voluminous. Submit it for 
the use of the committee. 

Mr. Minor. I also have 2 other short statements; 1 on the status of 
exchange convertibility and 1 on agricultural export trends and pros- 


87767—57—pt. 83-31 
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pects that you might want to look at and determine whether you want 
to insert them, or not. 

Mr. MarsHauu. We will handle those in the same manner. 

Mr. Garnett. I would like to express the appreciation of the For- 
eign Agricultural Service for the excellent support that we have 
had, not only financially but in helping us over a good many hard 
spots, enabling us to do a better job. We appreciate your guidance 
and support. It has been helpful. 

Mr. Marsnaty. We thank you and wish to assure you that all 
members of this committee have enjoyed the discussion and the state- 
ments you have made this afternoon, and will look forward to seeing 


you again. 

We might say that during the year your organization has been good 
enough to present us with statements periodically, keeping us in- 
formed on what you are doing. I am sure that is appreciated by all 
members of the committee. 

The committee will stand adjourned. 


Potrcy Wits Respect to Propuction Tyer Loans on Less THAN 
Fami.ty-Typr Farms 


(The following information was requested on p. 1240.) 


EXPLANATION OF PoLicy witH Respect To PRopucTION Tyre LOANS oN Less 
Tuan Famity-Type Farms 


The Department recognizes the need to provide operating credit to some farm 
families on farms which do not now afford them full employment and income, 
This type of credit should be looked upon as a temporary measure to assist these 
families to adjust to full employment and better incomes. The need exists in 
varying degrees in many States. 

nder authority of title Il of the Bankhead-Jones Farm Tenant Act, the 
Farmers Home Administration has made large numbers of operating loans to 
operators of less than family-type farms. Beginning in fiscal year 1950, there 
was a marked reduction in the number of such loans made under this particular 
authority. However, during 1950, and in subsequent years, the emergency loan 
authorities granted by Public Law 38 have been used quite extensively to make 
loans to operators of less than family-type farms as well as to other farm operators. 
Such emergency loans have been made in the Southern States and in other areas 
of the country designated as eligible for this type of assistance. During fiscal 
year 1957, the Secretary has designated several States as eligible for special 
emergency loans authorized by Public Law 727, as amended. Mississippi, North 
Carolina, certain counties in South Carolina, North Dakota, and South Dakota, 
where the lack of credit to small farm operators is acute, are among the States 
designated. Under these designations, which are based on economic factors, 
loans will be made to operators of less than family-type farms as well as to other 
farm operators in need of annual production type credit assistance. 

Public Law 878, approved August 1, 1956, amended title II of the Bankhead- 
Jones Farm Tenant Act to include specific authority for loans to operators of 
less than family-type farms. The Farmers Home Administration has recently 
issued instructions to its State offices authorizing the utilization of this authority 
under rules and regulations prescribed by the State director and approved by 
the National Office. Where the need exists, loan assistance will be given to oper- 
ators of less than family-type farms under this authority or under the emergency 
loan authorities as indicated above. 


Exuipit A.—INFORMATION IssUED BY THE NATIONAL OFFICE TO STATE OFFICES 
During THE Last 4 Years Reiatine To ReEsouRCES AND PRODUCTION 
ErrictENcy EsseNTIAL FOR SuccessFuL Famity-Type FARMING 


1. Memorandum to all State directors, August. 13, 1952. 

2. Memorandum to all State directors, June 30, 1953. 

3. Discussion outline, Providing Adequate Resources, anne Recom- 
mended Systems of Farming and Adopting Sound Farming Practices, May 1954. 
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4. Discussion outline, Improving Supervised, Credit..Services to Farmers 
Through Adequate Resources and Production Efficiency, May 1955. 

No instructions or administrative directives have been issued by the National 
Office of the Farmers Home Administration requiring specific minimum dollar 
income levels on a national, State, or county basis for use in determining appli- 
cants’ qualifications for this agency’s assistance. 

See exhibit B for State office issuances. 

Aveust 13, 1952. 
To: All State directors. 
From: Joseph E. York, Acting Director, Farm Ownership Division, Frank 
Pollard, Acting Director, Production Loan Division. 
Subject: 6-F7— Minimum resources and production efficiency required for suc- 
cessful family type farming. 


The primary purpose of the Farmers Home Administration is to establish 
qualified farm families as successful operators of efficient family-type farms. In 
order to achieve this objective, there must be available to the family certain 
resources of land, labor, livestock and equipment which must be productively 
ompayen with reasonable efficiency. 

Jounty supervisors must have clearly defined the minimum resources necessary 
to success in the principal systems of farming and for the principal agricultural 
areas in the counties they serve. Where such minimum resource requirements 
have been developed and recorded by supervisors in collaboration with other 
local agricultural leaders—Soil Conservation Service, Production and Marketing 
Administration, Extension, etc.—a maximum contribution to the success of 
families whom we serve can be expected. 

One example of the type of information to which we have reference is the docu- 
ment on minimum resources and practices that was made available to you during 
the meetings last year on Public Law 123. 

In order to clarify further what is meant by minimum resources and practices 
essential to production efficiency, we are attaching another example showing 
standards under three systems of farming and soil types, together with examples 
of “practice sheets,” listing essential practices recommended for the successful 
operation of major enterprises. 

It is fully recognized that there are many variations in acreages, levels of soil 
productivity, and size and combinations of enterprises; however, our experience 
has proved that such standards provide essential guides by which to measure the 
potentials necessary for success. They can be used effectively in discussions 
with applicants as to the types of assistance extended by the Farmers Home 
Administration, in planning and followup supervisory work, and in determining 
whether proposed loans can properly be approved. 

We have recommended for some time that such minimum resources and recom- 
mended practices be developed, recorded, and constantly used by county super- 
visors as guides to their loanmaking and followup supervisory activity. Our 
discussions with you during the recent program policy meetings indicate that 
considerable work has been done on developing recommended practices for major 
enterprises; however, little has been done in developing and recording minimum 
resources required for various systems of farming. 

If you have not already initiated steps to require and assist county supervisors 
to develop and make a matter of record similar guides for use in their areas, we 
suggest that you make this a part of your current year’s activities. In developin 
these minimums, the advice and assistance of the College of Agriculture an 
representatives of other agricultural agencies should be fully employed. Please 
send to the National Office a copy of any instructions or memoranda released to 
county supervisors on this subject. 

JosepH E. Yor«. 
FRANK POLLARD. 
Attachments. 
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Unitrep States DEPARTMENT OF AGRICULTURE, 
Farmers’ HomME ADMINISTRATION, 
Washington, D. C., June 30, 1963. 

To: All State directors. 
From: H. C. Smith, Director, Production Loan Division; Howard Bertsch, Direc- 

tor, Farm Ownership Division. 
Subject: 6-F7—-Minimum resources, systems of farming, size of business, and 

production efficiency required for successful family-type farming. 


During the recent program meetings, considerable emphasis was given to the 
importance of adequate resources, systems of farming, size of business, and pro- 
duction efficiency required for successful family-type farming under present agri- 
cultural conditions. A number of questions were raised during these meetings 
with respect to the meaning of minimum guides and the extent to which they 
should be applied in individual cases. In order to confirm our discussions on these 
points, we should like to reemphasize that “minimums,” as used in our discussions, 
are interpreted to mean the minimum level below which an average farm family 
cannot operate successfully. In determining whether an applicant can meet the 
minimum requirements, we must consider what he has plus what can be provided 
with Farmers’ Home Administration assistance. 

It is recognized that in many cases it will not be necessary for the borrower to 
reach the minimum level of acres, animals, and production per acre and per animal 
at the time that the loan is closed. With respect to land and building resources, 
however, the applicant must have at the outset, or be able to develop with Farmers’ 
Home Administration assistance, a farm large enough and productive enough for 
an efficient family-type operation for the system of farming in which he will be 
engaged. The extent to which other minimum levels are reached at the outset 
will depend upon such things as productive capacity of the land, available feed and 
pasture, and the number and quality of productive livestock. For example, in a 
county where the guide provides for a minimum of 20 dairy cows producing an 
average of 7,000 pounds of milk, a borrower may not obtain the maximum benefit 
from pasture-improvement work for several months, thereby delaying the acquisi- 
tion of additional cows until feed supplies are available. Agreements must be 
reached, however, for getting to the desired minimum level within a reasonable 
time, usually within 1 year, but certainly within 2 years. It is expected that farm 
and home plans developed with individual families will go as far beyond the mini- 
mum levels established for an average family as is necessary to make efficient use 
of available land and family labor and provide for a successful farm operation for 
each family. 

Each State director was asked to proceed immediately with getting the alter- 
native systems of farming and minimum requirements with respect to resources, 
size of business, and production efficiency clearly defined and recorded in each 
county where the development of such guides has not been accomplished. County 
supervisors who have not completed this work should be requested to do so at the 
earliest practicable date, so that the best possible information will be available to 
guide them in making new loans and in working with present borrowers. 

In units where these guides were developed a year or ore ago, it would also 
seem advisable to have the information reviewed and brought up to date. We 
believe that some time limits should be established for completing the guides if 
they are to serve the most useful purpose during the forthcoming fiscal year. We 
suggest that October 1 be established as the final date for completing this job 
in all counties. We should like for you to advise us when this work has been 
com pleted for all counties in the State and forward us a copy of the guides de- 
veloped by each of two representative counties. 

H. C. Srru. 
Howarp BrErtscu. 


May 1954. 


PROVIDING ADEQUATE RESOURCES, ESTABLISHING RECOMMENDED SYSTEMS OF 
FARMING, AND ADOPTING SOUND FARMING PRACTICES 


1. The present price-cost relationship in agriculture, the continued advance 
in mechanization on farms and in homes, and the demand and need for further 
advancement in living standards of farm families are combining to bring American 
agriculture to the place where only farmers with adequate resources and proper 
systems of farming fortified with sound practices and management can be suc- 
cessful in the farming business. Farmers’ Home Administration applicants and 
borrowers are being affected along with other farmers in this respect. Small 
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farmers and heginning farmers especially face difficult and costly adjustments 
if they are to succeed in the farming business. 

» 2. Farmers’ Home Administration services are authorized by the Congress 
to assist in dealing with these problems, and the success of large numbers of farm 
families depends upon our effectiveness in administering properly the policies of 
this agency. 

3. Minimum resource and practice guides and recommended systems of farming 
have been developed and adopted in ali counties in recent years as an aid in 
accomplishing program objectives and, as a result, definite improvement is evident 
in the nature and scope of our services to applicants and borrowers. 

4. Although much good work is being done in this respect, there are still some 
areas where there is evidence in some cases that (a4) resources provided by the 
loan and otherwise are far short of what is required to succeed on a family-type 
farm in these times, (0) systems of farming are still being followed which will 
block the farm family’ s efforts for success, and (c) there is a lack of sound farming 
practices which are essential to profitable production under present conditions. 

5. The following factors are among those most commonly responsible where 
there is failure to provide for (a) adequate resources, (b) proper systems of 
farming, and (c) adoption of sound farming practices: 

(a) Field officials are unable to convince applicants and borrowers of the vital 
role which these three factors will have in determining their future in the farming 
business. 

(b) There is a failure or inability to analyze properly the needs of the applicant 
and his farm in light of the minimums necessary for success in the area. 

(c) County supervisors lack confidence in the reliability of the data included 
in the guides and are unwilling to depend on it when helping families make 
decisions about their future. 

(d) Loanmaking officials are reluctant to make loans of sufficient size and for 
the purposes necessary to provide the resources and systems of farming required 
for success on farms of applicants and borrowers. 

(e) Minimum guides are ignored when loans are made and during supervisory 
contacts with borrowers because of a lack of appreciation of their importance 
to sound farming and financing. 

(f) The guides were developed to comply with a requirement and are not a 
part of the working equipment of field officials. 

(g) The guides do not reflect the proper minimums, fail to include the necessary 
basic information, or are not in a form adapted to use. 

(h) The minimum guides are applied arbitrarily without good judgment in 
individual cases. 

(i) Sympathy with an applicant’s present situation is allowed to cloud the 
issue of what it takes to succeed in the farming business. 

}) Inconclusive followup supervision fails to get the recommended adjustments 
practices made and adopted. 

What does the State staff need to do to assure progress in providing resources, 
developing systems of farming and adoption of sound practices on the farms of 
applicants and borrowers? 

(a) State field representatives and other State staff members must apply the 
guides when analyzing farm and home plans and approving loans. 

(b) State field representatives and other State staff members must get on a 
sufficient number of applicants’ and borrowers’ farms in each county office area 
so as to be fully informed as to the adequacy of resources being provided, progress 
being made in developing proper systems of farming, and in the adoption of sound 
farming practices. 

(c) Take aim at county supervisors and other staff members who are not fol- 
lowing properly the policies with respect to resources, systems of farming, and 
farm practices; determine why they are not following these policies; and give 
them the necessary assistance to assure correction of the problems evident. 
Followup to assure that corrective action is taken. 

(d) Established guides need to be examined periodically as they are tested 
against our experience with individual cases and against our findings in year-end 
analy sis summaries. They also need to be brought up to date as conditions 
change. 
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May 1955. 


IMPROVING SUPERVISED OREDIT SERVICES TO FARMERS THROUGH ADEQUATE 
RESOURCES AND PRODUCTION EFFICIENCY 


Adequate resources and production efficiency are essential to establishing and 
continuing farm families in a sound farming business, Minimum resource and 
production efficiency guides are an important means of measuring the adequacy 
of the resources of applicants and an important factor in evaluating the possibili- 
ties of success of present borrowers under their existing conditions. 

In order that minimum resource and production efficiency guides may provide 
a sound basis for establishing and continuing families in the farming business, 
State Farmers’ Home Administration staffs need to take the steps outlined below. 

1. Require that all resource guides, as they are revised in the State, incorporate 
at least the following essential factors: 

(a) Recommended systems of farming: These should include the basic 
systems for the areas and reflect alternative combinations of enterprises, or 
in some cases, substitution equivalents. 

(6) Guides for minimum volume of business: This portion of the guide 
should reflect (1) the size of farms or acreage of cropland, (2) the number of 
productive livestock, (3) production levels for important livestock and crop 
enterprises, and (4) gross-income levels. 

(c) Recommended investments required for livestock and equipment. 

(d) Essential improved practices needed in connection with the basic 
enterprises. - 

(e) Acceptable lease arrangements, including rental charges. 

2. Examine again this year the resource guides with respect to the adequacy 
of the established minimums and cause the necessary revisions to be made 
oer: 

3. Require resource guides to be brought up to date as needed in each county, 
with respect to systems of farming and improved practices for important enter- 


rises. 

4. Apply the guides when (a) approving loans and carrying out postapproval 
review of loans, (b) observing borrowers’ farming operations, (c) reviewing de- 
linquent and problem cases, (d) analyzing borrowers’ operations at the end of 
the year, and (e) studying the Farmers’ Home Administration program in the 
county from information available from form FHA-964 and other sources. 

5. Take decisive corrective action with respect to Farmers’ Home Administra- 
— personnel who do not properly apply resource guides when making and servic- 
ng loans. 





Exuisit B. Corres or MATERIAL IssuEeD BY STATE OrFIces TO County SuPER- 
visors RELATING TO RESOURCES AND PropvucTION EFFriciENcy EssENTIAL 
For SuccessFuL Famity-Typrpe FARMING. 


The following State offices report that no State instructions or bulletins have 
been issued by them since July 1, 1953: 
oe Maryland, West Virginia, Kentucky, Oklahoma, Montana, Arizona, 
tah. 


For Administrative Use Only 8. C. Bulletin No. 247 


Unitep States DEPARTMENT OF AGRICULTURE, 
FarMeERS’ HoME ADMINISTRATION, 
South Carolina State Office, September 17, 1964. 
To: County Supervisors. 
From: State Director. 
Subject: Minimum Resources, Systems of Farming and Improved Farming 
Practices Required for Successful Family-Type Farming. 


During the June training meetings emphasis was given to the necessity for 
adequate resources, systems of farming, size of business and production efficiency 
requirements for successful family-type farming. 

e recognize that many counties have made substantial progress on this phase 
of operation since being requested in 1953 to record the alternative systems of 
farming and minimum requirements with respect to resources, size of business 
and production efficiency, and then applying the guide to individual applicants’ 
proposed plans of operation to determine if the family can meet the minimum level 
for success. A number of counties in South Carolina need to improve the develop- 
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ment and use of minimum resources, systems of farming and improved farming 
practices that are necessary for success. Personnel in each county are urged to 
recognize the importance of this phase of our program and the necessity for its 
application to each applicant’s proposed plan of operation by loan approving 
officials as a guide in determining if there is a reasonable likelihood of accomplish- 
ing the objective of the Farmers’ Home Administration through credit and super- 
vision. 

A number of counties in the State have reviewed and revised minimum guides 
since first established. All counties should have a review annually and make 
necessary changes when conditions warrant, such as (1) changes in recommended 
agricultural practices; (2) changes in price-cost relationships; (3) findings made 
by borrower families and you during the year-end analysis and delinquency re- 
views; and (4) further suggestions from other agricultural leaders. 

Again may we emphasize the necessity for development, review and revision 
when necessary annually, and proper use of minimum resources, systems of farm- 
ing and improved farming practices guides. 

L. M. Betx, Jr. 





UNITED StTaTES DEPARTMENT OF AGRICULTURE, 
FarRMERS Home ApMINISTRATION, 
Columbia 1, S. C., July 21, 1953. 
To: County supervisors. 
From: State Director. 
Subject: 6-F7—Minimum resources, systems of farming, size of business, and 
production efficiency required for successful family-type farming. 


During the recent subarea meetings considerable emphasis was given to the 
importance of adequate resources, systems of farming, size of business and pro- 
duction efficiency required for successful family-type farming under present agri- 
cultural conditions. With regard to the meaning of minimum standards and the 
extent to which they should be applied in individual cases, ‘‘minimums”’ as used 
in our discussions are interpreted to mean the minimum level below which an 
average farm family cannot operate successfully. In determining whether an 
applicant can meet the minimum requirements we must consider what he has 
plus what can be provided with FHA assistance. 

We know that in many cases it will not be practical for the borrower to reach 
the minimum level of acres, animals and production per acre and per animal at 
the time the loan is closed but the land and building resources must be available 
to the applicant at the outset if it is to be an efficient family-type operation for 
the system of farming he will be engaged in. The extent to which other minimum 
levels are reached will depend upon such things as productivity of the land, 
available feed and pasture, and the number and quality of productive livestock. 
Example: If the guide provides for a minimum of 20 dairy cows producing an 
average of 7,000 pounds of milk, a borrower may not obtain maximum benefit 
from pasture improvement work for several months. This would delay the pur- 
chase of additional cows until feed supplies were available. Agreements must be 
reached, however, for getting to the desired minimum level within a reasonable 
time, usually within 1 year but certainly within 2 years. It is expected that farm 
and home plans developed with individual families will go as far beyond the 
minimum levels established as is necessary to make efficient use of available land 
and family labor and provide for a successful farm operation. 

In my memorandum of November 12, 1952, to all county supervisors, Subject 
6-F7—Minimum Resources and Production Efficiency Required for Successful 
Family-Type Farming, you were asked to proceed with the development and use 
of such a guide in planning and supervising present and future borrower families 
in their farming operations. At the time of our June subarea meetings some 
county supervisors had not completed this work and in some counties where the 
guides were developed it would seem advisable now to review and bring up to 
date the information contained in them. 

The alternative systems of farming and minimum requirements with respect 
to resources, size of business, and production efficiency should be clearly defined 
and recorded in every county with a copy of each forwarded to the appropriate 
field representative on or before the date announced by him at the June subarea 
meetings. If these guides are to serve the most useful purpose in tightening up 
and improving our operations this year, they must be carefully worked out and 
put into effect at an early date. 
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The attached mimeographed sheet, a duplicate of the one handed each employee 
at the subarea meetings, will help guide you in setting up successful systems and 
sound standards for profitable farming. 

R, F. Ko xs. 

Attachment. 


PROPER RESOURCES AND OTHER FACTORS ESSENTIAL TO EFFICIENT FARMING 


In order to assure that each supervised borrower has adequate resources, the 
proper system of farming, adequate size of business, and efficient production, the 
following actions will be taken: 

I. In these counties where the above factors have not been established and 
clearly defined, county supervisors will (a) determine the alternative systems of 
farming suitable to the area; (b) establish minimum resources, production effi- 
ciency, and size of business necessary for successful operations under present 
conditions; and (c) have readily available the recommended practices for major 
enterprises. A method for reccrding this information is suggested in a memo- 
randum dated Novemker 12, 1952, to all county supervisors, subject: 6-F 7— 
Minimum Resources and Production Efficiency Required for Successful Family- 
Type Farming. 

A methcd that has been followed effectively in a number of States in establishing 
minimum requirements by counties is as follows: 

A. County supervisors, in consultation with local agricultural leaders, on 
the basis of infcrmaticn available frcm summaries cf individual berrower 
operaticns, family pregress repcrts, experiment station reccmmendations, 
and cther similar infcrmaticn, have determined alternative systems of 
farming and the minimum resources, preducticn efficiency, and proper size 
of business fcr the efficient cperaticn of such systems cf farming. 

State field representatives usually attended the initial meeting of the 
county supervis°r and other agricultural leaders fcr the purpcese of eryplaining 
the use of such information and giving assistance on how t» proceed. 

B. The reccmmendations for the eounty or area were forwarded to the 
State direct-r. They were reviewed by the State staff, compared with 
recommendations from counties in similar types of farming areas, and 
reviewed with representatives of the College cf Agriculture. 

II. State staffs will determine the extent to which systems cf farming, adequate 
resources, size of business, and efficiency of production are being properly con- 
sidered in planning with applicants and borrowers. This can be done by: 

A. Analysis cf borrowers’ farming operations from summaries of 906’s 
family pregress reports, and cther available information. 

B. Making detailed analyses in selected counties cf a representative number 
of berrowers, by analyzing plans and making visits to farms. 

III. Loan approval officials, in reviewing plans for soundness and proper 
application of FHA policies, will test all plans against the recommended systems 
of farming and cther guides established fer the county befere approving any plan 
or lean. The same factors will be considered in determining appropriate action 
to be taken with problem cases. In making this test, it must be determined that: 

A. The system cf farming is one that has been established for the area, 
appears to be one that will make efficient use of the available land and family 
laber, and it appears that the family, with our assistance, can successfully 
carry on the proposed system of farming. 

B. The applicant’s resources of land, productive livestock, and equipment 
will be adequate fcr the efficient operaticn cf the system of farming and to 
preduce income needed for a reasonable standard of living, meet reasonable 
operating expenses, payment of debts, maintenance of buildings and equip- 
ment, and to purchase necessary capital goods. 

C. The preduction per acre and preduction per animal are consistent with 
the established minimum production requirements for the county. 





Unrrep States DEPARTMENT OF AGRICULTURE, 
Farmers’ Home ADMINISTRATION, 
Columbia, S. C., September 26, 1955, 

To: Area Supervisor. 
From: State Director. 
Subject: 6-F7 Minimum resource guides and practice sheets. 

We have reviewed very carefully the minimum resource guides and practice 
sheets. Generally, we find that county personnel and area supervisors aloag with 
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agricultural leaders have given considerable thought in developing the informa- 
tion. We are attaching comments by counties in your area that should have 
additional thought and revision, or points that were not included. 

There were relatively few systems in the State that reflected gross income 
levels of less than $2,000. However, for counties having one or more systems of 
anticipated income levels of less than $2,000 you are requested to review with 
leaders in the county ways or methods by which they may be raised realistically 
to $2,000. Be sure that leaders understand that when we are talking of minimum 
income levels that it is the amount that will be necessary to (1) meet family living 
expense; (2) provide for farm operating expense; (3) provide for normal deprecia- 
tion; (4) retire obligations; and (5) show a reasonable reserve. 

Counties in your area apparently having adequate minimum resource guides 
and practice sheets are not included with the attachment. 

Please take necessary steps to make needed corrections and revisions of deficien- 
cies noted on the attached analysis by counties. All guides and practice sheets 
should be mailed to this office not later than Friday, October 28, 1955. 


Attachment. 


ReEviEw oF MinimuM Resource GUIDES AND RECOMMENDED PRODUCTION 
PRACTICES 


AREA I 
Anderson County 
Minimum resource guides do not show substitute enterprises. 
Cotton system.—Volume of business appears too small—gross income $1,500. 


Grade C milk and cotton.—Volume of business appears too small—gross income 
$1,800. 
Greenville County 

Acceptable lease arrangements not included. Estimated investment in livestock 
and equipment tremendously low. 

Cotton and grade C milk.—Gross income $1,500—volume small. 

Cotton and grain.—Gross income $1,500—volume small. 

Cotton and beef cattle—Gross income $1,500—volume small. 

Cotton and Turkish tobacco.—Gross income $1,200—volume small. 


Oconee County 


Alternate combinations or substitute equivalents not included. Gross income 
levels not included. Lease and rental charges not entered for each system. 

Cotton and grade C dairy.—Gross apparently $1,700—very low. (Practice 
sheets not included.) 


Pickens County 


Gross income levels not shown. Alternate combinations or substitute equiva- 
lents are not shown. Some systems may not lend itself to substitute. 
Cotton and grade C milk.—Apparently error in total production of cotton. 


Spartanburg County 


Lease arrangements and rental charges not shown. Alternate combinations or 
substitute equivalents not shown. 
Cotton, truck, and tobacco.—Gross income $1,500—very low. 


AREA II 

Abbeville County 

Grade C milk and cotton.—Volume small—$1,500 gross income. (6 acres cot- 
ton and 6 cows.) 

Cotton and laying hens.—Rental, $1,450 or 500 pounds lint cotton not equitable. 

Cotton and hogs.—Rental not in line with other systems. 

Cotton and beef.—Not adequate. Volume of business too small (8 acres cotton 
and 8 beef cattle). Gross income $1,500. 

Beef and hogs.—Error in corn production—land seems inadequate to support 
enterprises listed. Gross income $1,900. 

Alternate systems.—Appears that 1 brood sow replaces more than 1 acre of 
cotton. 
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Edgefield County 
Practice guides very meager. 


Greenwood-McCormick Counties 
Investments livestock and machinery seem to be very low. 
Cotton and beef.—Gross income $1,500—volume very low. 
Cotton and subsistence.—Gross income $1,500—volume very low. 


Laurens County 

Rental arrangements not included on all systems. Investment and gross in- 
come not included on all systems. Alternate combinations or subsitute equiva- 
lents not included. 

Beef cattle, grain, and hogs.—Gross income $1,900—very low. 

Grade C milk and cotton.—Gross income $1,542—very, very low. 

Cotton and beef.—Gross income $1,500—very, very low. 
Newberry County 

Alternate combinations or substitute equivalents are not specific regarding each 
enterprise. 

Grade C milk and cotton.—Gross income $1,500—very low. 

Cotton and beef catile-——Gross income $1,500—very low. (Practice sheet is 
ultra brief.) 

Beef cattle and hogs.—Gross income $1,900—low. 


Saluda County 

Some systems do not show substitute equivalents. Investment for grade A 
dairy exceptionally low; also cotton and laying hens. 

Grade C milk and cotton—Gross income $1,542—very low. 

Beef cattle, grain, and hogs.—Gross income $1,900—very low. 


AREA III 
Cherokee County 
O. K. 


Chester-Lancaster Counties 
Minimum resource guides do not show acceptable rental arrangements, invest- 
ments or substitute enterprises. 


Fairfield County 

Alternate combinations or substitute equivalents not shown. Gross income 
levels not shown. Lease arrangements and rental charges not shown. Livestock 
and equipment investment not shown. 

Cotton system.—Gross income apparently less than $1,200, very low. 

Grade A dairy system.—Question adequacy of summer pasture. 


Union County 
Alternate combinations or substitute equivalents not shown. 
Cotton and sow.—Gross income $1,500, very low. 


York County 

Alternate combinations or substitute equivalents not shown. Gross income 
levels not shown. Livestock and equipment investments not shown. Rental 
arrangements including rental charge not included. 

Cotton and grade C milk.—Question adequacy of pasture for livestock. Gross 
income apparently $1,500, very low. 


AREA IV 
Calhoun County 
Cotton.—Minimum resource guide appears inadequate, gross income $1,674. 
Cotton and beef.—Substitute of 1 beef cow to 1 acre cotton does not seem 
equitable. 


Clarendon County 
Only two systems submitted. Minimum resource guides do not show accept- 
able rental arrangements for each system. 


Rershaw County 
Investment in livestock and equipment very low. Every system except 
grade A dairy requires One or more sows. 
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Lexington County 
si ate arrangements not included in some systems. Minimums seem pretty 
igh. 
Richland County 
O. K. 


Sumter County 
Practice sheets not included. 
AREA V 
Aiken County 


All guides fail to show rental arrangements for the various systems, gross 
income, investments and substitute enterprises. With exception of grade A 
dairy all systems show less than 250 man work-days. 

Cotton and hogs.—Apparently gross income would be about $1,600. 

Cotton and truck.—Apparently gross income would be about $1,700. 

Cotton and beef cow.—Apparently insufficient feed and grazing for cows. 


Allendale County 


Minimum resource guides fail to show rental agreements for various systems, 
gross income, investments and substitute enterprises. Question the planting of 
cowpeas in melons at lay-by time. 

Small grains, soybeans, and hogs.—O. K. 

Cotton, melons, and hogs.—Apparently gross income about $1,700. 

Cotton and hogs.—O. K. 

Cotton, Peanuts and Hogs.—Apparently gross income would be about $1,800. 
Bamberg County 


Minimum resource guides do not show acceptable rental arrangements for 
various enterprises, gross income, investments and substitute enterprises. There 
were no recommended production practice sheets included. Only two systems 
submitted. 

Cotton and a gross income would be about $1,700. 

Cotton, truck, hogs.—Apparently gross income would be about $1,800. 
Barnwell County 

Apparently anticipate using last year’s minimum resource guides with exception 
of cotton and hogs which was submitted. Minimum resource guides fail to show 
acceptable rental arrangements for the various systems, substitute crops, invest- 
ments or gross income. 

Orangeburg County 


Alternate combinations or substitute equivalents not included. Gross income 
levels not shown, Lease and rental charges only in generality. 


AREA YI 
Beaufort-Jasper counties 


Grade A dairy.—Investment seems to be low, $4,525. 


Berkeley-Charleston counties 
O. K. 


Colleton-Dorchester Counties 
Only two systems submitted. No substitute enterprise included. 


Hampton County 
Alternate combinations or substitute equivalents not included. 


AREA YII 
Georgetown County 
Minimum resource guides do not reflect gross income levels. 


Horry County 
O. K. 


Marion County 

Various systems do not include (1) alternate combinations of enterprises or 
substitute equivalents, (2) gross income levels, and (3) acceptable lease arrange- 
ments, 








1542 


Williamsburg County 


Alternate combinations or substitute equivalents not shown. Gross income 
levels not shown. Livestock and equipment investment not shown. Acceptable 
lease arrangements including rental charge not shown. 

. Tobacco, cotton, and hogs.—Question adequacy feed production for number of 
ogs. 


Chesterfield County 


Minimum resource guides do not show acceptable rental arrangements for 
various systems. Question substituting 1 acre tobacco for 3 acres cotton and 1 
sow for 1 acre cotton. 

Grade A dairy.—Minimum production per cow seems low—5,500 pounds. 


AREA VIII 


Darlington County 

Minimum resource guides for various systems do not show man-workdays. 
Recommended production practices very brief. Plan for substitute enterprises 
unbalanced and inconsistent. 
Dillon County 


Alternate combination or substitute equivalents not shown. Acceptable lease 
arrangements not included. 

Tobacco, cotton, and hogs—Summer pasture (ladino clover) 
Lee County 

O. K. 


Florence County 
O. K. 


Marlboro County 


From narrative statement it epperts additional systems should be developed. 
The outlined minimum systems do not include alternate combinations or sub- 
stitute equivalents, gross-income levels, and acceptable lease arrangements. 





Exuipit C. SUMMARY BY STATES OF NuMBER OF LOANS MapE Durina 1957 
Fiscat YEAR To Operators or Less THAN Famity-Type Farms 


United States Department of Agriculture, Farmers’ Home Administration—Number 
of loans made to operators of less-than-family-type farms, July 1, 1956, through 
Feb. 28, 1957 

















State and Territory Number State and Territory Number 

United States total..............-- Oe a ee er 2 
—————- || New Hampshire........-.....--------- 0 

a ehiteninkbeeenmmnal 44 Ul Now Jeresy.....-....-...-- pam 5 
I ebiicninneeanan skins anes eel 7 || New Mexico- ------- faebeo oka 10 
EE EER ET 240 || New York... a ties ene 8 
DEG. a ccades baneatcaddendknwes 17 || North Carolina. .....-..-...--- Bel oe 309 
ID ili wins tisninnnins ‘gta titan SHENG 31 North Dakota............... : 5 
LEEPER EE i ER cs chsne nse anee ; senen 20 
CR caitacanccoestiunas’ Sbumpeans ie I tae Aerie Event daninekt | 314 
ER Miital «gcaccunn 4m naaidinnesmahbinn PE (oti Sas akce chbdcsesocavess 17 
I ae dinaunmnd wed eben thes 6 i emma VON) ios cs estes ck 9 
aes nc tacadageat emis nite 54 || Rhode Island_..........--- pati 0 
shindig ita ht tas imainmdmankinksniel se BG i) Gemtn Carers... <....222.025 50nd. 296 
a a a a ee 21 |} South Dakota...-.---.--..-- alti 286 
| CEE Te ncowtbadebsutlendses ; 1 || Tennessee-.- st psi : 79 
Pe ab abeldthndendeetnnanbmcncwahs 143 || Texas_----- phidiné veh tinad ee baeite 817 
SE citi incna seb Desntussegeuoe 34 || Utah_....-- deez hii ean eine 35 
NG it. dunsikicmmaceeebensiminiue 6qie Oe OS eee — 0 
ed may tind Be Te WER .ccnonscns wsaglgUeruauteda 45 
enon aa nenetaaieteernl deka tia a i os ce as ieanncchines atliese 27 
Massachusetts. . .-- ameitaeineasaeeuaee Oe wrasse Vee... .....05.-0.2..0 Lanee 44 
ie naktre nies nneinwoikiicemiiatns 20 || Wisconsin... ---.--- cial ih wae uel 14 
A sedi iadbhayernestiane) sian Lee eae ae eh aed nes oe 5 
Na ar tie amma ts ao sdcuasiennnateeesannneh ain 0 
Ech cciduavcaicctdctavctscese icawe is 2 Linnie encaanbeseadtnn 2 
ee a dacktnnncitonnwwabanwews PR. Ol eee 84 
Nebraska... ...-.-- satan sii essa tant is inser 9 || Virgin Islands.......--. ean emdatie 2 
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Exuisit D. SuMMARY BY StTaTeEs oF ToTAL APPLICATIONS RECEIVED DuRING 
THE 1957 FiscaL YEAR AND NUMBER REJECTED BECAUSE OF INADEQUATE 
RESOURCES OR INSUFFICIENT VOLUME OF BUSINESS 


Number of applications received for operating loans and number rejected because of 
inadequate land resources, July 1, 1956,.through Feb. 28, 1957 











Number | Number || Number | Number 
of appli- of appli- of appli- | of appli- 
State cations | cations State eations | cations 
received rejected | received | rejected 
iy | °@ (1) | (2) 
ii 
United States total. __- 48, 674 19, 416 | New Hampshire 253 57 
—_—— _———o Connecticut, | 
Alabama. -.--- wha daxe 2, 038 | 420 || Massachusetts | 
eae hy: deen! 87 1) || Rtode Island 
Arkansas. ---. - a 2,121 | 654 || Vermont. | 
California. ______- 733 | 145 || New Jersey 234 7 
Nevada. || New Mexico 385 83 
Hawaii. | New York-~.. 581 | 118 
Colorado. -- 4 663 91 | North Carolina 3, 685 877 
Florida - 626 | 107 || North Dakota 1, 578 77 
GORA. ...iséssthis casts <n59 1, 489 297 || Ohio- . : 570 68 
tiie ss : 893 | 193 || Oklahoma 1, 678 435 
Tilinois.. ..-- Eee 1, 227 | 167 | Oregon 384 99 
Indiana__._-- 849 | 116 || Alaska. 
TOW sites 0-<+ ‘ 2,.462 | 381 || Pennsylvania 647 | 96 
iM cee aks 895 257 || South Carolina 1, 862 1,018 
Kentucky. ee i 169 || South Dakota 1, 277 | 218 
Louisiana. - - -. i | 1, 770 | 167 || Tennessee 1, 081 | 135 
Maine. ..-..-- eats 408 244 60 || Texas. 3, 945 | 450 
Maryland _-.--. 325 60 || Utah 382 24 
Delaware. | || Virginia 833 | 102 
Michigan__..._.- ) | 711 | 203 || Washington 550 | 96 
Minnesota. --- 1, 687 | 412 || Wost Virginia. 398 | 67 
Mississippi--. 2, 445 101 || Wiseonsin 1, 013 109 
Missouri. ._ -- : 1, 788 417 || Wyoming 341 | 16 
Montana. ---- 570 148 || Puerto Rico 476 | 188 
Nebraska......---. 1,819 (2) Virgin Islands. 


1 Excludes Nebraska. 
2 Not reported. 


Priority oF ATTENTION TO BorRowERS BY Homre DEMONSTRATION 
AGENTS 


(The following information was requested on p. 1243:) 


Unitep States DEPARTMENT OF AGRICULTURE, 
FarRMERS’ Home AbDMINISTRATION, 
Washington 25, D. C., March 19, 1957. 
Hon. JAMIE L. WHITTEN, 
Chairman, Subcommittee on Department of Agriculture 
and Related Agencies Appropriations, 
House of Representatives. 

DgEark CoNGRESSMAN WHITTEN: One of the questions raised during the appro- 
priation hearings for the Farmers’ Home Administration on February 18 and 19, 
was the matter of providing home management assistance to borrowers of the 
Farmers’ Home Administration. In this connection, the witnesses were asked to 
make a report to the subcommittee on the arrangements being worked out with 
the Federal Extension Service to provide priority of attention to borrowers by 
home demonstration agents of the State extension services. 

Since the hearings, we have worked out very definite plans designed to assure 
that. the borrowers of the Farmers’ Home Administration are given adequate home 
management assistance and that the assistance to such borrowers will be a priority 
item on the schedule of home demonstration agents in individual States where the 
problem is acute. 

Following is an outline of the accomplishments to date and the steps being taken 
to assure the desired results: 

1. An arrangement has been worked out between the Farmers’ Home Admin- 
istration and the State extension director of Mississippi which will positively 
provide for prompt and priority of assistance to borrower families of the Farmers’ 
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Home Administration based on requests from the families themselves or from the 
Farmers’ Home Administration county supervisor. The arrangements include 
home demonstration agent assistance to the county supervisor in developing farm 
and home plans as well as actual on-the-farm counseling and advising with the 
farm family in home management. We are enclosing a copy of Mississippi 
Bulletin No. 491 of the Farmers’ Home Administration on this subject. 

Similar arrangements in other States where home management assistance is an 
important factor are being developed. 

2._Letters are being written to the State directors of the Farmers’ Home 
Administration and the State extension directors urging the working out of closer 
coordinating arrangements within the individual States with emphasis on giving 
priority of attention in home management work to individual Farmers’ Home 
Administration borrower families in need of such assistance. 

3. A series of conferences of State extension directors are being held throughout 
the Nation in which this entire subject will be discussed thoroughly and plans 
developed to assure that adequate steps are taken to implement the cooperative 
arrangements between the Farmers’ Home Administration and the State extension 
services. The conference of Southern States will be held at Clemson College, 
Clemson, 8. C. The Administrator of the Farmers’ Home Administration will 
attend this conference to discuss this subject. The Administrator of the Federal 
Extension Service will discuss the subject at the other regional conferences. 

4. Implementation of this cooperative arrangement is being developed. This 
is being done by a team approach by the Farmers’ Home Administration and the 
Federal Extension Service in assisting with State and regional conferences designed 
to sharpen up the focus on assistance to borrower families in farm management, 
home economics with special reference to the management phase of home eco- 
nomics work, and special consideration in the home demonstration programs. 

We believe that the arrangements already worked out for Mississippi and the 
arrangements to be worked out in other States will be fully in keeping with your 
expressed desire to see that borrowers of the Farmers’ Home Administration are 
| fee every possible assistance by the home demonstration agents. The Farmers’ 

ome Administration intends to utilize to the greatest possible advantage the 
assistance of the State extension services. Periodic reviews will be made in the 
individual county offices to determine that the cooperative arrangements are 
meeting the objectives. 

During the hearings you expressed a desire to discuss with us the results of 
Our coordinated efforts. We shall be glad to discuss these matters with you at 
your convenience. If you think it desirable, we would welcome the opportunity 
to meet again with the subcommittee to discuss home management and other 
problems of mutual interest. 

Sincerely yours, 
K. H. Hansen, 
Administrator, Farmers’ Home Administration. 
C. M. Fereuson, 
Administrator, Federal Extension Service. 





For administrative use only Mississippi Bulletin No. 491 


Unitep States DEPARTMENT OF AGRICULTURE, 
Farmers’ Home ADMINISTRATION, 
Mississippi State Office, February 11, 1957. 
To: All county supervisors. 
From: State director. 
Subject: Home Management Assistance for FHA Borrowers. 

Dr. Clay Lyle, Director of Agricultural Extension, and I recently had occasion 
to confer with the national offices of our respective agencies in an effort to find 
ways and means of providing more individual home management assistance for 
FHA borrowers. 

The home economics staff of the Extension Service, headed by Miss Earle 
Gaddis, is interested in doing everything possible to assist us in this important 
work. You will shortly receive from Miss Gaddis a memorandum which I 
suggest that you read carefully, following the suggestions therein. 

You are requested, if you have not done so since the beginning of the current 
year, to furnish the county home demonstration agent a list of FHA families and 
to discuss the list if at all possible with her, indicating which of the families, in 
your opinion, are in the greatest need of home management assistance. You are 
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requested further to prepare a letter to all active FHA borrowers, suggesting that 
full use be made of the facilities of the Extension Service, with particular em- 
phasis on home management; that all homemakers of FHA families be encouraged 
to become members of Home Demonstration Clubs; and that eligible young 
people affiliate themselves actively with 4~H Clubs. 

Dr. Lyle has assured us that any request for assistance from a homemaker of 
an FHA family, or from a county supervisor in behalf of a family, will be given 
preferred attention. 

You are requested also to work closely with vocational agriculture workers in 
your county, and suggest to FHA borrower families that they take advantage of 
the assistance offered under this program. I believe you will find vocational 
teachers of agriculture and home economics quite eager and willing to cooperate 
in every way possible in helping farm families learn better methods and techniques 
of both farm and home management, 
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